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CONDITIONAL SALE AGRREMENT dated as of September 1, 1973,
between the corporation named in Item 1 of Annex A hereto
(hereinafter called the Vendor or Builder as more particularly
set forth in Article 25 hereof) and NORTH AMERICAN CAR
CORPORATION (hereinafter called the Vendee).

WHEREAS, the Builder agrees to construct, sell and deliver to
the Vendee, and the Vendee agrees to purchase, the railroad
equipment described in Annex B hereto (hereinafter called the
Equipment) and -

WHEREAS, the Vendee has executed a lease of the Equipment,
dated June 22, 1973, as amended, to George P. Baker, Richard C.
Bond and Jervis Langdon, Jr., Trustees of the property of PENN
CENTRAL TRANSPORTATION COMPANY (such Trustees together with their
successors and assigns being hereinafter collectively called the
Lessee) in substantially the form annexed hereto as Annex D
(hereinafter called the Lease);

NOW, THEREFORE, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:

ARTICLE 1. Incorporation of Model Provisions. Whenever this
Agreement incorporates herein by reference, in whole or in part
or as hereby amended, any provision of the document entitled
"Model Conditional Sale Provisions for Non-Guaranteed Lease
Transactions" annexed to this Agreement as Part I of Annex C
hereto (hereinafter called the Model CSA Provisions), such
provision of the Model CSA Provisions shall be deemed to be a
part of this instrument as fully to all intents and purposes as
though such provision had been set forth in full in this
Agreement.

ARTICLE 2. Construction and sSale. Article 2 of the Model
CSA Provisions is herein incorporated as Article 2 hereof.

ARTICLE 3. Inspection and Delivery. Article 3 of the Model
CSA Provisions is hereby amended by deleting the last paragraph
thereof and substituting therefor a new last paragraph as
follows:

“The Builder shall not have any obligation to deliver
any unit of the Equipment hereunder at any time if any event
of default (as described in Article 16 hereof), or event
which with a lapse of time and/or demand could constitute
such an event of default, shall have occurred.®.

Article 3 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 3 hereof.
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ARTICLE 4. Purchase Price and Payment. The base price or
prices per unit of the Equipment are set forth in Annex B hereto.
Such base price or prices are subject to such increase or
decrease as is agreed to by the Builder and the Vendee. The term
"Purchase Price®™ as used herein shall mean the base price or
prices as so increased or decreased.

The Equipment shall be settled for in such number of groups
of units of the Equipment delivered to and accepted by the Vendee
as is specified in Item 2 of Annex A hereto (each such Group
being hereinafter called a Group). The term "Closing Date" with
respect to the first Group shall mean January 30, 1974 and with
respect to the second Group shall mean March 13, 1974, provided
that not more than ten business days prior to any Closing Date
there has been presentation by the Builder to the Vendee of the
invoice and the Certificate or Certificates of Acceptance for
such Group and written notice thereof by the Builder to the
Vendor. The date April 30, 1974 is herein called the Cut-Off
Date. The term "business days" as used herein means calendar
days, excluding Saturdays, Sundays and any other day on which
banking institutions in Philadelphia, Pennsylvania or New York,
New York, are authorized or obligated to remain closed.

The Vendee hereby acknowledges itself to be indebted to the
Vendor in the amount of, and hereby promises to pay in cash to
the Vendor at such place as the Vendor may designate, the
Purchase Price of the Equipment, as follows:

(a) On the Closing Date with respect to each Group (i)
an amount equal to 30% of the aggregate Purchase Price of
such Group plus (ii) the amount by which (x) 70% of the
Purchase Price of all units of the Equipment for which
settlement has theretofore and is then being made, as set
forth in the invoice or invoices therefor (said invoiced
prices being herein called the Invoiced Purchase Prices),
exceeds (y) the sum of $7,000,000 and any amount previously
paid or payable with respect to the Invoiced Purchase Prices
pursuant to clause (ii) of this subparagraph (a) in respect
of the Equipment; and

(b In 179 consecutive monthly instalments, as
hereinafter provided, an amount (hereinafter called the
Conditional Sale Indebtedness) equal to the aggregate of the
Invoiced Purchase Prices of the units of Equipment in the
Group for which settlement is then being made, less the
aggregate amount paid or payable with respect thereto
pursuant to subparagraph (a) of this paragraph.

The instalments of the Conditional Sale Indebtedness shall be
payable on the first day of each month of each year, commencing
May 1, 1974, to and including March 1, 1989 (or if any such date
is not a business day on the next succeeding business day), each
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such date being hereinafter called a Payment Date. The unpaid
balance of the Conditional Sale Indebtedness shall bear interest
from the Closing Dateé in respect of which such indebtedness was
incurred at the rate cf 9 3/8% per annum and such interest shall
be payable, to the extent accrued, on May 1, 1974 and on each
Payment Date thereafter. The principal amount of Conditional
Sale Indebtedness payable on each of the 179 Payment Dates shall
be calculated on such a basis that the aggregate of the principal
and interest payable on each of such Payment Dates shall be
substantially equal and such 179 instalments of principal will
completely amortize the Conditional Sale Indebtedness. The
Vendee will furnish to the Vendor promptly after the last Closing
Date a schedule, in such number of counterparts as shall be
requested by the Vendor, showing the respective amounts of
principal and interest payable on each Payment Date.

Interest under this Agreement shall be determined on the
basis of ‘a 360-day year of twelve 30-day months.

The Vendee will pay interest, to the extent legally
enforceable, at the rate of 10% per annum upon all amounts
remaining unpaid after the same shall have become due and payable
pursuant to the terms hereof or such lesser amount as shall be
legally enforceable, anything herein to the contrary
notwithstanding.

All payments provided for in this Agreement shall be made in
such coin or currency of the United sStates of America as at the
time of payment shall be legal tender for the payment of public
and private debts. The Vendee shall not have the privilege of
prepaying any portion of the Conditional Sale Indebtedness prior
to the date it becomes due, except as provided in Article 7
hereof and except that the Vendee may prepay the total principal
amount of Conditional Sale Indebtedness then outstanding, without
premium, together with interest accrued thereon, in the event

there shall be a Declaration of Default as defined in Article 16
herecof.

The parties hereto contemplate (subject to the limitations
set forth in the first paragraph of this Article 4) that the
Vendee will furnish that portion of the Purchase Price for the
Equipment as is required under subparagraph (a) of the third
paragraph of this Article 4 and that an amount equal to the
balance of such Purchase Price shall be paid to the Builder by an
assignee of the Builder's right, title and interest under this
Agreement pursuant to an Agreement and Assignment between the
Builder and THE FIRST PENNSYLVANIA BANKING AND TRUST COMPANY, as
Agent, (such Agreement and Assignment being hereinafter called
the Assignment and such assignee being herein called the Assignee
or the Vendor as indicated in Article 25 hereof).



It is agreed that the obligation of the Vendee to pay to the
Vendor any amocunt required to be paid pursuant to the third
paragraph of this Article 4 with respect to the Equipment is
specifically subject to the fulfillment, on or before the Closing
Date in respect of any Group, of the following conditions (any of
which may be waived by the Vendee, and payment by the Vendee of
the amount specified in subparagraph (a) of the third paragraph
of this Article 4 with respect to such Group shall be conclusive

evidence that such conditions have been fulfilled or irrevocably
waived) :

(a) the Assignee shall have paid or caused to have been
paid to the Builder the amounts contemplated to be paid by it
as provided in the rreceding paragraph of this Article 4 and
in Section 6 of the Assignment and the documents required by
Section 6 of the Assignment shall have been delivered;

(b) no event of default hereunder or Event of Default
of the Lessee under the Lease, nor any event which with lapse
of time and/or demand provided for herein or in the Lease
would constitute such an event of default or Event of
Default, shall have occurred and be continuing; and

{(c) the Vendee shall have received the opinions of
counsel required ky Section 5 of the Lease and such other
documents as the Vendee may reasonably request.

Notwithstanding any other provision of this Agreement (including,
but not limited to, any provision of Articles 16 and 17 hereof),
it is understood and agreed by the Vendor that the liability of
the Vendee for all payments to be made bty it under and pursuant
to this Agreement, with the exception only of the payments to be
made pursuant to Article 20 hereof and pursuant to subparagraph
(a) of the third paragraph of Article 4 hereof, shall not exceed
an amount equal to, and shall be payable only out of, the "income
and proceeds from the Equipment", and such payments shall be made
by the Vendee only to the extent that the Vendee or the Assignee
shall have actually received sufficient "income or proceeds from
the Equipment® to make such payments. Except as provided in the
next preceding sentence, the Vendor agreec that the Vendee shall
have no personal liability to make any payments under this
Agreement whatscever except from the "income and pxoceeds from
the Equipment" to the extent actually received by the Vendee or
the Assignee. In addition, the Vendor agrees that the Vendee (i)
makes no representation, and is not responsible for, the due
execution, validity, sufficiency or enforceability of the Lease
in so far as it relates to the Lessee (or any document relative
thereto) or of any of the Lessee's obligations thereunder and
(ii) shall not be responsible for the performance by the Lessee
of any of its agreements, representations, indemnities,
obligations or other undertakings under the lLease; it being
understood that as to all such matters the Vendor will look
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solely to the Vendor's rights under this Agreement against the
Equipment and to the Vendor's rights under the Lease against the
Lessee and the Equipment. As used herein the term "income and
proceeds from the Equipment®" shall mean (i) if one of the events
of default specified in Article 16 hereof shall have occurred and
while it shall be continuing, so much of the following amounts as
are indefeasibly received by the Vendee or the Assignee at any
time after any such event and during the continuance thereof: (a)
all amounts of rental and amounts in respect of Casualty
Occurrences {as hereinafter defined in Article 7 hereof) paid for
or with respect to the Equipment pursuant to the Lease and (b)
any and all payments cr proceeds received by the Vendee or the
Assignee for or with respect to the Equipment as the result of
the sale, lease or other disposition thereof and after deducting
all costs and expenses of such sale, lease or other disposition
and any and all other payments received by the Vendee or the
Vendor under Section 11 of the Lease, and (ii) at any other time
only that portion of the amounts referred to in the foregoing
clauses (a) and (b) as are indefeasibly received by the Vendee or
the Assignee and as shall equal the portion of the Conditional
Sale Indebtedness (including prepayments thereof required in
respect of Casualty Occurrences) andsor interest thereon due and
payable on, or within six days after, the date such amounts
received by the Vendee or the Assignee were required to be paid
to it pursuant to the Lease or as shall equal any other payments
then due and payable under this Agreement; it being understood
that "income and proceeds from the Equipment" shall in no event
include amounts referred to in the foregoing clauses (a) and (b)
which were received by the Vendee or the Assignee prior to the
existence of such an event of default which exceeded the amounts
required to discharge that portion of the Conditional Sale
Indebtedness (including prepayments thereof required in respect
of Casualty Occurrences) and/or interest thereon due and payable
on, or within six days after, the date on which amounts with
respect thereto received by the Vendee or the Assignee were
required to be paid to it pursuant to the Lease or which exceeded
any other payments due and payable under this Agreement at the
time such amounts were payable under the Lease. It is further
specifically understood and agreed that nothing contained herein
limiting the liability of the Vendee shall derogate from the
right of the Vendor to proceed against the Equipment or the
Lessee as provided for herein for the full unpaid Purchase Price
of the Equipment and interest thereon and all other payments or
obligations hereunder. Notwithstanding anything to the contrary
contained in Article 16 hereof, the Vendor agrees that in the
event it shall obtain a judgment against the Vendee for an amount
in excess of the amounts payable by the Vendee pursuant to the
limitations set forth in this paragraph, it will, accordingly,
limit its execution of such judgment to amounts payable pursuant
to the limitations set forth in this paragraph.
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ARTICLE 5. Title to the Equipment. Article 5 of the Model
CSA Provisions is hereby amended by deleting the period at the
end of the first paragraph and substituting therefor the
following proviso:

u: provided, however, that anything in this Article 5 to
the contrary notwithstanding whatever shall constitute
accessions to the Equipment under the Lease shall
constitute accessions to the Equipment under this
Agreement.".

Article 5 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 5 hereof.

ARTICLE 6. Taxes. Article 6 of the Model CSA Provisions is
hereby incorporated as Article 6 hereof.

ARTICLE 7. Maintenance and Repair; Casualty Occurrences:
Insurance. The Vendee agrees that, at its own cost and expense,

it will maintain and keep each unit of the Equipment in good
order and repair.

In the event that (i) any unit of the Equipment is lost or
stolen or is destroyed or damaged beyond economic repair from any
cause whatsoever, or (ii) requisitioned, taken over and
nationalized by any governmental authority under the power of
eminent domain or otherwise (such occurrences being herein called
Casualty Occurrences), the Vendee shall, promptly after it shall
have determined that such unit has suffered a Casualty
Occurrence, by notice to the Vendor cause the Vendor to be fully
informed in regard thereto. If the Casualty Occurrence is of a
type referred to .in clause (i), on the Payment Date next
succeeding 35 days after such notice is given, and if the
Casualty Occurrence is of a type referred to in clause (ii), on
the Payment Date next succeeding 65 days after such notice is
given (unless such governmental authority assumes all the
obligations of the Lessee under the Lease within 60 days after
such notice is given), the Vendee shall pay to the Vendor a sum
equal to the Casualty Value (as hereinafter defined in this
Article 7) of such unit suffering a Casualty Occurrence as of the
date of such payment and shall file, or cause to be filed, with
- the Vendor a certificate setting forth the Casualty Value of such
unit. Any money paid to the Vendor pursuant to this paragraph
shall be applied to prepay the Conditional sSale Indebtedness and
the Vendee will prcemptly furnish the Vendor a revised schedule of
payments of principal and interest thereafter to be made, in such
number of counterparts as the Assignee may request, calculated as
provided in the fourth paragraph of Article 4 hereof.

Upon payment by the Vendee to the Vendor of the Casualty
Value of any unit of the Equipment having suffered a Casualty
Occurrence, absolute right to the possession of, title to and



7

property in such unit shall pass to and vest in the Vendee,
without further transfer or action on the part of the Vendor,
except that the Vendor, if requested by the Vendee, will execute
and deliver to the Vendee, at the expense of the Vendee, an
appropriate instrument confirming such passage to the Vendee of
all the Vendor's right, title and interest in such unit, in
recordable form, in order that the Vendee may make clear upon the
public records the title of the Vendee to such unit.

The Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence shall be deemed to Le that portion of the
original Purchase Price thereof remaining unpaid on the date as
of which such Casualty Value shall be determined (without giving
effect to any prepayment or prepayments tneretofore made under
this Article 7), plus interest accrued thereon but unpaid as of
such date. For the gpurpose of this paragraph, each payment of
the Purchase Price in respect of Equipment made pursuant to
Article 4 hereof shall ke deemed to be a payment on each unit of
the Equipment in like proportion as the original Purchase Price
of such unit bears to the aggregate original Purchase Price of
the Equipment.

The Vendee will direct the Lessee and any insurers of the
Equipment to pay over to the Vendor any and all insurance
proceeds which the Vendee, as lessor under the Lease, is entitled
to receive from the Lessee or such insurers, as the case may be.

It is further understood and agreed that any insurance
proceeds received by the Vendor in respect of units suffering a
Casualty Occurrence shall be deducted from the amounts payable by
the Vendee to the Vendor in respect of Casualty Occurrences
pursuant to the second paragraph of this Article 7. 1If the
Vendor shall receive any other insurance proceeds in respect of
insurance carried on such units suffering a Casualty Occurrence
after the Vendee shall have made payments pursuant to this
Article 7 without deduction for such insurance proceeds, the
Vendor shall pay such insurance proceeds to the Vendee. All
proceeds of insurance received by the Vendor in respect of
insurance carried on any unit or units of Equipment not suffering
a Casualty Occurrence shall be paid to the Vendee upon proof
satisfactory to the Vendor that any damage to such unit in
respect of which such proceeds were paid has been fully repaired.

ARTICLE 8. Assignment of lLease. The Vendee, concurrently
with the execution and delivery of this Agreement, is assigning
to the Vendor, as security for the payment and performance of all
the Vendee's obligations hereunder, a part of all right, title
and interest of the Vendee in and to the Lease. The Vendee
agrees that the "income and proceeds from the Equipment" (as
defined in Article 4 hereof) received by the Vendor may be
applied by the Vendor to discharge the obligations of the Vendee
hereunder and the Vendor agrees to pay to the Vendee any moneys
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paid to the Vendor under the Lease not constituting "income and
proceeds from the Equipment".

ARTICLE 9. Reports and Inspections. Article 9 of the Model
CSA Provisions is herein incorporated as Article 9 hereof.

ARTICLE 10. Marking of Equipment. Article 10 of the Model
CSA Provisions is herein incorporated as Article 10 hereof,
except that nothing ccntained in such Section 10 shall prevent
the Vendee from allowing the Equipment to be lettered with its
name, initials or other insignia.

ARTICLE 11. Compliance with Laws and Rules. Article 11 of
the Model CSA Provisions is herein incorporated as Article 11
hereof.

ARTICLE 12. Possession and Use. Article 12 of the Model CSA
Provisions is herein incorporated as Article 12 hereof.

ARTICLE 13. Prohibition Against Liens. Article 13 of the
Model CSA Provisions is herein incorporated as Article 13 hereof.

ARTICLE 14. Indemnities and Warranties. Article 14 of the
Model CSA Provisions is herein incorporated as part of Article 14
hereof. The agreement of the parties relating to the Builder's
warranty of material and workmanship and the agreement of the
parties relating to patent indemnification contained in Items 3
and 4 of Annex A hereto are herein incorporated as part of
Article 14 hereof.

ARTICLE 15. Assignments. Article 15 of the Model CSA
Provisions is herein incorrorated as Article 15 hereof.

ARTICLE 16. Defaults. Article 16 of the Model CSA
Provisions is hereby amended as follows:

(a) sSubparagraph (a) of the first paragraph is hereby
amended by deleting the phrase "15 days" and substituting
therefor the phrase "10 days".

(b) sSubparagraph (e) of the first paragraph is hereby
amended in its entirety to read:

"(e) An Event of Default, as defined in paragraph
(c) of section 11 of the Lease, shall occur and shall
not be remedied within the time period specified;®

Article 16 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 16 hereof.

ARTICLE 17. Remedies. Article 17 of the Model CsA
Provisions is herein incorporated as Article 17 hereof.
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ARTICLE 18. Applicable State Laws. Article 18 of the Model
CSA Provisions is herein incorporated as Article 18 hereof.

ARTICLE 19. Recording. Article 19 of the Model CSA
Provisions is herein incorporated as Article 19 hereof.

ARTICLE 20. Payment of Expenses. Article 20 of the Model
CSA Provisions is herein incorporated as Article 20 hereof.

ARTICLE 21. Article Headings; Effect and Modification of
Agreement. Article 2t of the Model CSA Provisions is herein
incorporated as Article 21 hereof.

ARTICLE 22. Notice. Any notice nereunder to any of the
parties designated below shall be deemed to be properly served if
delivered or mailed tc it at its chief place of business at the
following specified addresses:

{a) to the Vvendee, at 222 South Riverside Plaza,
Chicago, Illinois 60606,

(b) to the Vendor, at the address set forth in Item 1
of Annex A hereto,

(c) to any assignee of the Vendor or of the Vendee at
such address as may have been furnished in writing to the
Vendee or the Vendor, as the case may be, by such assignee,

or at such other address as may have been furnished in writing by
such party to the other parties to this Agreement.

ARTICLE 23. Immunities; Satisfaction of Undertakings. No
recourse shall be had in respect of any obligation due under this
Agreement, or referred to herein, against any incorporator,
stockholder, director or officer, past, present or future, of the
Vendee or the Builder (or Vendor), whether by virtue of any
constitutional provision, statute or rule of law, or by
enforcement of any assessment or penalty or otherwise, all such
liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
incorporators, stockholders, directors or officers being forever
released as a condition of and as consideration for the execution
of this Agreement.

The obligations of the Vendee under the first paragraph of
Article 7, the last paragraph of Article 15 and the second
paragraph of Article 17 and under Articles 6, 9, 10, 11, 13, 14
and 19 hereof .shall be deemed in all respects satisfied by the
Lessee's undertakings ccntained in the Lease. The Vendee shall
not have any responsibility for the Lessee's failure to perform
such undertakings, but if the same shall not be performed they
shall constitute the lkasis for an event of default hereunder
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pursuant to Article 16 hereocf. No waiver or amendment of the
Lessee's undertakings under the Lease shall be effective unless
joined in by the Vendor.

ARTICLE 24. Law Governing. Article 24 of the Model CSA
Provisions is herein incorporated as part of Article 24 hereof;
the term "Selected Jurisdiction" as used therein shall mean the
State of Illinois, and the Vendee warrants that its chief place
of business is in the State of Illinois.

ARTICLE 25. Definitions. Article 25 of the Model CSA
Provisions is herein incorporated as Article 25 hereof.

ARTICLE 26. Execution. This Agreement may be executed in
any number of countergarts, each of which so executed shall be
deemed to be an original, and such counterparts together shall
constitute but one and the same contract, which shall be
sufficiently evidenced by any such original counterpart.
Although this Agreement is dated as of September 1, 1973, for
convenience, the actual date or dates of execution hereof by the
parties hereto is or are, respectively, the date or dates stated
in the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto have executed or
caused this instrument to be executed all as of the date first
above written.

PULLMAN INCORPORATED
(Pullman-Standard division),

[ CORPORATE SEAL] 7 7
bx/z {;ﬁg

Vice Pre51dent

At :

Assisf#nt Secrelary



{ CORPORATE SEAL ]

est

/
|
‘.
R N,
e

Assistant ‘Secfetar

1"

NORTH AMERICAN CAR CORPORATION,

by “\;-“52“—~—-__

Vice esident
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STATE OF ILLINOIS
SS.:
COUNTY OF COOK

7. -

on thiss s day of OcroER, 1973, before me personally
appeared __ R. £. eBradseaf . to me personally known,
who, being by me duly sworn, says that he is a Vice President of
PULLMAN INCORPORATED (Pullman-Standard division), that the seal
affixed to the foregcing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

kel (iinn

{éj Notary Public

{ NOTARIAL SEAL ]

' s
My Commission expires }714Zﬁ7 /I -19 79,

STATE OF ILLINOIS

SS.:
COUNTY OF COOK

A0

On this £>€£“ day of (. Tavns ¢ 1973, before me personally
appeared T vy oo O e=sd L L , to me personally known,
who, being by me duly sworn, says that he is a Vice President of
NORTH AMERICAN CAR CORPCRATION, that one of the seals affixed to
the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

\ r S Lios .:“:\ q‘_,;.:_ _:"'\- — ":n. -.- ¥L\IL
Notary Public

[ NOTARIAL SEAL]

mmissi i Natory Pobi'z ®t-ic of W-2is
o s e e . . + -a
e Lssion expires My&mMﬁmnupm¢ku.4.h.Hm



Item 1:

Item 2:

Item 3:

Item 4:

ANNEX A

Pullman Incorporated (Pullman-Standard Division), a
Delaware corporation, 200 South Michigan Avenue,
Chicago, Illinois 60604.

The Equipment shall be settled for in not more than two
Groups of units of the Equipment delivered to and
accepted by the Vendee.

The Builder warrants that the Equipment will be built in
accordance with the requirements specifications and
standards set forth in Article 2 of the Conditional Sale
Agreement to which this Annex A is attached (hereinafter
called the Agreement) and warrants the Equipment will be
free from defects in material (except as to specialties
incorporated therein which were specified or supplied by
the Vendee and not manufactured by the Builder) and
workmanship under normal use and service, the Builder's
obligation under this Item 3 being limited to making
good at its factory any part or parts of any unit of tne
Equipment which shall be returned to the Builder with
transportation charges prepaid, within one year after
the delivery of such unit to the Vendee, and which the
Buildert's examination shall disclose to its satisfaction
to have been thus defective. The foregoing warranty of
the Builder is expressly in lieu of all other
warranties, express or implied, including any implied
warranty of merchantabjlity or fitness for a particular
purpose, and of all other obligations or liabilities on
the part of the Builder, except for its obligations

under Articles 2, 3 and 14 of the Agreement, and the

e oy S— — e e

Builder neither assumes nor authorizes any person to
assume for it any other liability in connection with

the construction and delivery of the Equipment, except
as aforesaid. It is further understood and agreed that
in no event shall the Builder ke liable for indirect or

consequential damages of any kind.

The Builder further agrees with the Vendee that
neither the inspection as provided in Article 3 of the
Agreement nox any examination nor the acceptance of any
units of the Equipment as provided in said Article 3
shall be deemed a waiver or a modification by the Vendee
of any of its rights under this Item 3.

Except in cases of articles or materials specified by
the Vendee and not manufactured by the Builder and in
cases of designs, systems, processes, formulae or
combinations specified by the Vendee and not developed
or purported to be developed by the Builder, the Builder
agrees to indemnify, protect and hold harmless the
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Vendee from and against any and all liability, claims,
costs, charges and expenses, including royalty payments
and counsel fees, in any manner imposed upon or accruing
against the Vendee, its assigns or the users of the
Equipment because of the use in or about the
construction or operation of any of the Equipment of any
design, system, process, formula, combination, article
or material which infringes or is claimed to infringe on
any patent or other right. The Builder agrees to and
hereby does, tc the extent legally possible without
impairing any claim, right or cause of action
hereinafter referred to, assign, set over and deliver to
the Vendee every claim, right and cause of action which
the Builder has or hereafter shall have against the
seller or sellers of any designs, systems, processes,
formulae, combinations, articles or materials specified
by the Vendee and purchased or otherwise acquired by the
Builder for use in or about the construction or
operation of any of the Equipment, on the ground that
any such design, system, process, formula, combination,
article or material or operation thereof infringes or is
claimed to infringe on any patent or other right. The
Builder further agrees to execute and deliver to the
Vendee or the users of the Equipment all and every such
further assurance as may be reasonably requested by the
Vendee more fully to effectuate the assignment and
delivery of every such claim, right and cause of action.
The Builder will give notice to the Vendee of any claim
known to the Builder from which liability may be charged
against the Vendee hereunder and the Vendee will give
notice to the EFuilder of any claim known to the Vendee
from which liability may be charged against the Builder
hereunder. Such covenants of indemnity shall continue
in full force and effect notwithstanding the full
payment of all sums due under the Agreement, the
satisfaction and discharge of the Agreement or the
termination of the Agreement in any manner.
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Part 1
[Form 8/1/72)

MODEL CONDITIONAL SALE PROVISIONS FOR
NON-GUARANTEED LIASE TRANSACTIONS

ARTICLE 2. Construction and Sale. Pursuant to this
Agrcement, the Bulilder shall construct the Equipment at
its plant set forth in Annex B hereto, and will sell and
deliver to the Vendee, and the Vendce will purchase from
the Builder and accept delivery of and pay for (as here-
inafter provided), the Equipment, each unit of which shall
be constructed in accordance with the specifications referrec
to in Annex B hereto and in accordance with such medifications
thereof as may be agreed upon in writing bhetween the Builder,
the Vendee and the Lessee (which specifications and modifica-
tions, if any, arc hereinafter called the Specifications).
The design, quality and component parts of each unit of the
Equipment shall conform, on the datec of completion of manu-
facture of each thercof, to all Department of Transportation
and Interstate Commercce Commission requirements and specifica-
tions for new equipment and to all standards recommencded by thre
Association of American Railroads reasonably interpretec
as being applicable to railrcad cquipment of the character of
such units of the Fgquipment, and each unit cof the Egquiprment
(except to the extent, if any, referred to in Annex A hereto
and/or Article 7 hereof) will be new railroad equipment.

ARTICLE 3. 1Inspection and Delivery. The Builder will
deliver the units of the LEquipment to the Vendee at the
place or places within the United States of America specified
in Annex b hereto (or if Annex B does not specify a place or
places, at the place or places within the United States of
America designated from time to time by the Vendee), freight
charges, if any, prepaid, in accordance with the delivery
schedule set {orth in Annex B hcreto.

The Builder's obligation as to time of delivery is sub-
ject, however, to delays resulting from causes beyond the
Builder's recasonable control, including but not limited to
acts of God, acts of governments such as embargoes, priori-
ties and allocations, war or war conditions, riot or civil
commotion, sabotage, strikes, differences with workmen,
accidents, fire, flood, explosion, damage to plant, equipment
or facilities, delays in:recciving necessary materials or
delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this Article 3,
any Equipment not delivercd, accepted and settled for pursuant
to Article 4 hereof on or before the Cut-Off Date (as defined
therein) shall be excluded nerefrom. If any Equipment
shall be excluded from this Agreement pursuant to the imme-
diately precediny sentence, the parties to this Agreement



shall execute an agreement supplemental hereto limiting
this Agreement to the Equipment not so excluded herefrom.

During construction, the Equipment shall be subject to
inspection and approval by the authorized inspectors of the
Vencdec (who may be cmployees of the Lessee) and the Builder
shall grant to such authorized inspectors reasonable access
to its plant. The Builder agrees to inspect all materials
useu in the construction of the Equipment in accordance
with the standard quality control practices of the Builder.
Upon completion of ecach unit or of a number of units of
the Eqguipment, such unit or unite shall be presented to an
inspector of the Vendce for inspection at the place specified
for celivery of such unit or units, and if each such unit
conforms to the Specifications, requirements and standards
applicable thereto, such inspector or an authorized repre-
sentative of the Vendee (who may be an employce of the
Lesscee) shall execute and deliver to the Builder a certif-
icate of acceptance (hereinafter called the Certificate of
Acceptance) stating that such unit or units have been
inspected and accepted on behalf of the Vendee on the date
of such Certificate of Acceptance and are marked in accor~-
dance with Article 10 hercof: provided, however, that the
Builder shall not thereby be relieved of 1ts warranties
sct forth or referred to in Article 14 hercof.

On delivery of cach such unit hercunder at the place
specificed for dolivery, the Builder shall have no further
responsibility for, nor bear any risk of, any damage to or
the destruction or loss of such unit; provided, however,
that the Builder shall not thercby be relieved of i1ts war-
ranties set forth or referred to an Article 14 hereof.

the Duilder shall have no nbhiiqgation to <deliver any unit

ot Paniprent hereunder at any Line while an event of dnfqult
or Fvent of befaultl, as the case mav he, or any event which
with the lapse of tine awl/or demand would constitute an event
of o fault or Lvent of befault, shall he suhsisting under this

Mirconent or the Lease, as the casce riav be, nor after the oc-
currence ot any event specified in clause {(¢) of Article 16
hereof or in clause D or E under “Events of Default" in the
Lease, whetner or not such event is continuing and regard-
less of tne occurrence of any assumption or other event
specified in any such clause.

ARTICLE 5. Title to thc Equipment. The Vendor shall
and hercby docs retain the full sccurity title to and property
an the Equiisrent until the Vendee shall have made all its
payments uncer this Agrecment and shall have kepp andg per-
formed all »ts aygreements herein contained, notw1§h§tand1ng
any provision of this Agreement limiting the liabxlzty.of

the Vendee and notwithstanding the delivery of the Equip-

ment to and the possession and use thereof by the Vendee



and the Lessee as provided in this Agreement. Any and all
additions to the Equipment (except, in the case of any unit
of the Equipment which is a locomotive, communications,
signal and automatic control equipment or devices having

a similar use which have been added to such unit by the Lessee,
the cost of which is not included in the Purchase Price of such
unit and which are not required for the opcration or use of
such unit by the Interstate Commerce Commission, the Department
of Transportation or any other applicable requlatory body)., u:w
any and all parts installed on and additions and replacements
made to any unit of the Equipment shall constitute accessicrn-
to the Equipment and shall be subject to all the terms and
conditions of this Agreement and included in the term "Rguip-
ment"” as used in this Agreement.

Except as otherwise specifically provided in Article 7
hereof, when and only when the Vendor shall have been paic
the full indebtedness in respect of the Purchase Price of
the Fquipment, together with interest and all other payments
as herein provided, and all the Vendee's obligatiqgns herein
contained shall have been performed, absclute right to the
possession of, title to and property in the Equipment shall
pass to and vest in the Vendee without further transfer or
action on the part of the Vendor. However, the Vendor, if so
requested by the Vendee at that time, will (a) execute a bill
or bills of sale for the Equipment transferring its title
thereto aind property therein to the Vendee, or upon its order,
free of all licns, security interests and other encumbrances
created or rctained hereby and deliver such bill or bills of
sale to the Vendee at its address referred to in Article 22
herecf and (L) exccute and deliver at the same place, for fil-
ing, recording or depositing in all necessary public offices,
such instrument or instruments in writing as may be necessarv
or appropriate in order then to make clear upon the pulilac
records the title of the Vendee to the Equipment. The Vendece
hereby waives and releases any and all rights, existing or
that may he acquired, in or to the payment of any penalty,
forfeit or damaqes for failurc to cxecute and deliver such
bill or hills of sale or instrument or instruments or to file
any certificate of payment in compliance with any law or statutce
requiring the filing of the same, coxcept for failure to execute
and deliver such bill or bills of sale or instrument or instru-
ments or to file such certificate within a reasonable time
after written demand by the Vendee.

ARTICLE 6. Taxes. All payments to be made by the Vendee
hereunder will be frec of expense to the Vendor for collectiocon
or other charges and will be free of expense to the Vendor
with respect to the amount of any local, state, federal or
foreign taxes (other than net income taxes, gross receipts
taxes [except gross receipts taxes in the nature of or in



lieu of sales, use or rental taxes), franchise taxes measured
by net income based upon such receipts, excess profits taxes
and similar taxes) or license fees, assessments, charges,
fines or penalties (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called impositions) hereafter levied or imposed upon or in
connection with or measured by this Agreement or any salc,
rental, use, payment, shipment, delivery or transfcr of

title under the terms hereof, all of which impositions the
Vendee assumes and agrees to pay on demand in addition to

the Purchase Price of the Equipment. The Vendee will alsc
pay promptly all impositicns which may be imposed upon the
.quipment delivered to it or for the use or operation thercof
or upon the earnings arising therefrom or upon the Vendor
solely by reason of its ownership thereof and will keep at all
times all and every part of the Equipment free andé clear of
all impositions which might in any way affect the title of the
Vendor or result in a lien upon any part of the Eguipment;
provided, however, that the Vendee shall be under no obliga-
tion to pay any impositions of any kind so long as it is con-
testing in good faith and by appropriate legal proceedings
such impositions and the nonpayment thereof does not,in the
opinion of the Vendor, adversely affect the title, property
or rights of the Vendor in or to the Equipment or otherwise
under this Agreement. If any impositions shall have been
charged or levied against the Vendor directly and paid Ly

the Vendor, the Vendee shall reimburse the Vendor upon pre-
sentation of an invoice therefor, and any amounts so paid

by the Vendor shall be secured by and under this Agreement;
provided, however, that the Vendce shall not be obligated to
reimburse the Vendor for any impositions so paid unless the
Vendor shall have been legally liable with respect thereto
(as cvidenced by an opinion of counsel for the Vendor) or
unless the Vendee shall have approved the payment thereof.

ARTICLE 9. Reports and Inspections. On or before
March 31 in each year, commcencing with the calendar year
which begins after the expiration of 120 days from the

date of this Agyreement, the Vendee shall cause to be fur-
nished to the Vendor an accurate statement (a) setting forth
as at the preceding December 31 the amount, description and
numbers of all units of the Equipment that have suffered a
Casualty Occurrence during the preceding calendar year (or
since the date of this Agreement in the case of the first
such statemen*t) and such nther information reqarding the
condition and state of repair of the Equipment as the
Vendor may reasonably request and (b) stating that, in the
case of all Lquipment repaired or repainted during the




period covered by such statement, the numbers and markings
required by Article 10 hereof have been preserved or replaced.

ARTICLE 10. Marking of Equipment. ‘The Vendee will cause
each unit of the Equipment to be kept numbered with its identi-
fying number as set forth in Annex B hereto, or, in the case
of Equipment not there listed, such identifying number as
shall be set forth in any amendment or supplement hereto extend-
ing this Agreement to cover such Equipment, and will keep and
raintain, plainly, distinctly, permanently and conspicuously
marked on each side of each unit, in letters not less thar one
inch in height, the name of the Vendor followed bv the words
"Agent, Security Owner" or other appropriate words designated
by thé Vendor, with appropriate changes thereof and additions
thereto as from time to time may be required by law in order tc
protect the Vendor's title to and property in the Equipment anu
Jits rights under this Agreement. The Vendee will.not permit
ﬂany such unit to be placed in operation or exercise any ccntrol
or dominion over the same until such name and words shall have
been so marked on both sides thereof and will replace or will
cause to be replaced promptly any such name and words which may
be removed, rdefaced or destroyed. The Vendee will not permit
the identifying number of any unit of the Equipment to he
changec¢ except in accordance with a statement of new number
or numbers to bhe substituted therefor, which statement pre-
viously shall have been ftiled with the Vendor and filed,
recorded and deposited by the Vendee in all public offices
where this Agreement shall have been filed, recorded and
deposited.

Except as provided in the immediately preceding para-
graph, the Vendee will not allow the name of any person,
association or corporation to hLe placed on any unit of the
Equipment as a designation that might be interpreted as a
claim of ownership; provided, however, that the Vendee may
allow the }qu1PWLnt to be lettercd with the names or initials
or other insignia customarily used by the lLessee or its
affiliates on railroad eguipment used by them of the same
or a similar typc for canvenience of identification of the
rights of the Lessee or its affiliates to use the Equipment
as permitted undcr the Lease.

ARTICLE 1ll1. Compliance with Laws and Rules. During the
term of this Agreement, the Vendee will comply, and will cause
cvery lessee or user of the FEquipment to comply, in all respects
(including, without limitatior.,, with respect to the use, main-
tenance and operation of the Lquipment) with all laws of the




jurisdictions in which its or such lessees' operations involv-
ing the Equipment may extend, with the interchange rules of the
Association of American Railroads and with all lawful rules

of the Department of Transportation, the Interstate Commerce
Commission and any other legislative, executive, administrative
or judicial body exercising any power or jurisdiction over the
Equipment, to the extent that such laws and rules affect the
title, operation or use of the Equiprment, and in the event that
such laws or rules require any alteration of any unit of the
Equipment, or in the event that any eqguipment or appliance on
any such unit shall be required to be changed or replaced, or

in the event that any additional or other equipment or appliance
is required to be installed on any such unit in order to conmply
with such laws or rules, the Vendee will make such alterations,
changes, replacements and additions at its own expense; provided,
however, that the Vendee may, in good faith, contest the valicity
or application of any such law or rule in any reasdnable manncr
which does not, in the copinion of the Vendor, adversely affect
the property or rights of the Vendor under this Agreement.

ARTICLE 12. Possession and Use. The Vendee, so long
as it shall not be In dcfault under this Agreement, shall
be entitled, from and after delivery of the Equipment by the
Builder to the Vendee, to the possession of the Equipment
and the use therecof, but only upon and subject toc all the
terms and conditions of this Agreement.

The Vendee may lease the Equipment to the Lessee as per-
mitted by, and for use as provided in, the Lease, but the
rights of the Lesgee and its permitted assigns under the
Lease shall be subordinated and junior in rank to the
rignts, and shall be subject to the remedies, of the
Vendor under this Agreement; provided, howewver, that so
long as the Lessee shall not be in default under the Lease,

the Lessce shall be entitled to the possession and use of
the Equipment.

So long as an event of default specified in Article 16
hereof shall not have occurred and be continuing, the Vendee
shall be entitled to the possession and use of the Lquipment,
and the Equipment may be used upon the lines of railrocad owned
or operated by the Lessee or any affiliate of the Lessee {or
any other railroad company approved by the Vendor), or upon
lines of railrcad over which the Lessee or any such affiliate
has trackage or other operating rights, or over which railroad
cequipment of the Lossec or any such affiliate is regularly
operated pursuant to contract, and the Fquipment may be used
upon ‘connr :t.ing and other carriers in the usual interchange



of traffic, but only upon and subject to all the terms and
conditions of this Agreement; rovided, however, that the
Vendee shall not assign or permit the assignment of any uni®
of the Equipment to service involving the regular operation
and maintenance thereof outside the United States of America.
The Vendee may also lease the Equipment to any cother

company with the prior written consent ¢of the Vendor:; provided,
however, that (i} such lease shall provide that the rights
of such lessee are made expressly subordinate to the rights
and remedies of the Vendor under this Agreement, (ii) such
lessee shall expressly ayree not to assign or permit the
assignment of any unit of the Equipment to service involvinc
the reqular operation and maintenance thereof outside the
United States of America and {iii) a copy of such lease shall
be furnished to the Vendor.

ARTICLE 13. Prohibition Against Liens. The. Vendee will
pay or discharge any and all sums claimed by any party from,
throuah or under the Vendee or its successors or assigns which,
if unpaid, might become a lien, charge, security interest or
other encumbrance upon or with respect to the Equipment, or
any part thereof, or the interest of the Vendor therein, equal
or superior to the Vendor's title thereto or property therean,
and will promptly discharge any such lien, charge, security
interest or other c¢ncumbrance which arises, but shall not be
required to pay or discharge any such claim so long as the
validity thereof shall be contested in good faith and by
appropriate legal proceedings in any reasonable manner and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the property or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. Any
amounts paid by the Vendor in discharge of liens, charges or
security interests upon the Equipment shall be secured by
and under this Agreement.

This covenant will not be deemed breached by reason of
liens for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or inchoate
materialmen's, mechanics', workmen's, repairmen’s or other
like liens arising in the ordinary course of business and,
in each case, not delingquent.

ARTICLE 14. 1Indemnities and Warranties. The Vendee
agrees to indemnify, protect and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities,
claims and demands whatscever, regardless of the cause
thereof, and expenses in connection therewith, including but not
limited to reasonable counsel fees and expenses, penalties and
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interest, arising out of or as the result of the entering into
or the performance of this Agreement, the retention by the
Vendor of title to the Equipment, the ordering, acquisition,
use, operation, condition, purchase, delivery, rejection,
storage or return of any of the Egquipment, any accident, in
connection with the operation, use, condition, possession,
storage or return of any of the Equipment resulting in damane
to property or injury or death to any person during the period
when title thereto remains in the Vendor or the transfer of
title to the Equipment by the Vendor pursuant to any of thec
provisions of this Agreement, except however, any losses,
damages, injuries, liabilities, claims and demands whatso-
cver arising out of any tort, breach of warranty or failure

to perform any covenant hereunder by the Builder. This
covenant of indemnity shall continue in full force and effect
notwithstanding the full payment of the indebtedness in respect
of thec bPurchase Price of, and the conveyance of security title
to, the Lgquipment, as provided in Article 5 hereof, or the
termination of this Agreement in any manner whatsoever,

The Vendee will bear the responsibility for and risk of
and shall not be released from its obligations hereunder in

the event of, any damage to or the destruction or loss of any
unit of or all the Eqguipment.

ARTICLE 15. Assignments. The Vendee will not (a) except
as provided in Article 12 hercof, transfer the right to possecs-
sion of any unit of the Equipment-or (b) sell, assign, transfer
or otherwise dispose of its rights under this Agrcement unless
such sale, assignment, transfer or disposition (i) is made
expressly subject in all respects to the rights and remedies
of the Vendor hereunder and (ii) provides that the Vendee shall

remain liable for all the obligations of the Vendee under this
Agrecement.

All or any of the rights, benefits and advantages of the
Vendor under this Agreement, including the right to receive
the payments herein provided to be made by the Vendee, may
be assigned by the Vendor and reassigned by any assignce at
any time or from time to time. No such assignment shall subject
any assignee to, or relieve the Builder from, any of the obliga-
tions of the Builder to construct and deliver the Lquipment in
accordance herewith or to respond to its warranties and indem-
nities contained or referred to in Article 14 hereof, or relieve
the Vendece of its obligations to the Builder contained or refer-

red to in Articles 2, 3, 4, ¢, 8 and 14 hereof and this Article 15,
or any other obliagation which, according to its terms and context,
is intended to survive an assignment.



Upon any such assignment, either the assignor or the
assignee shall give written notice to the Vendee, together
with a counterpart or copy of such assignment, stating the
identity and post office address of the assignee, and such
assignee shall, by virtue of such assignment, acquire all the
assignor's right, title and interest in and to the Equipment
and this Agreement, or in and to a portion thereof, as the
case may be, subject only to such reservations as may he con-
tained in such assignment. From and after the receipt by the
Vendee of the notification of any such assignment, all payments
thereafter to ke made by the Vendee under this Agrecement shall,
to the extent so assigned, be made to the assignee in such man-
ner as it may direct.

The Vendee recognizes that it is the custom of railrcad
equipment manufacturers or sellers to assign agreements of this
character and understands that the assignment of this Agreement,
or of some of or all the rights of the Vendor hereunder, is con-
templated. The Vendee expressly represents, for the purpose of
assurance to any person, firm or corporation considering the
acquisition of this Agreement or of all or any of the rights
of the Vendor hercecunder, and for the purpose of inducing such
acquisition, that in the event of such assignment by the Vendor
as hereinbefore provided, the rights of such assignee to the
entire unpaid indebtedness in respect of the Purchase Price
of the Equipment or such part thereof as may be assigned,
together with interest thereon, as well as any other rights
hereunder which may be so assigned, shall not be subject to any
defense, setoff, counterclaim or recoupment whatsoever arising
out of any breach of any obligation of the Builder with respect
to the Equipment or the manufacture, construction, delivery or
warranty thereof, or with respect to any indemnity herein con-
tained, nor subject to any defense, setoff, counterclaim or
recoupntent whatsocever arising by reason of any other indebted-
ness or liability at any time owing te the Vendee by the
Builder. Any and all such obligations, howsoever arising,
shall be and remain enforceahle by the Vendee against and
only against the Builder.

In the event of any such assignment or successive assign-
ments by the Vendor of title to the Equipment and of the
Vendor's rights hereunder with respect thereto, the Vendee
will, whenever requested by the assignee, change the markings
on each side of each unit of the Equipment so as to indicatec
the title of such assignee to the Equipment, such markings to
be specified by such assignee, subject to any requirements of
the laws of the jurisdictions in which the equipment shall bc
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operated. The cost of such markings in the event of an assigyn-
ment of not less than all the Equipment at the time covered by
this Agrecment shall be borne by the Vendee and, in the event
of an assignment of less than all such Equipment, such cost
shall be borne by such assignee,

ARTICLE 16. Defaults. 1In the event that any one or morc
of the following events of default shall occur and he contiruin~,
to wit:

(a) The Vendee shall fail to pay in full any sum
payvyable by the Vendee whenr payment thereof shall he duc
hereunder (irrespective of any provision of this Agree-
ment limiting the liability of the Vendece) ard such
default shall continuc for 15 days:; or

(b) The Vendee shall, for more than 30'days after
the Vendor shall have demanded in writing performance
thereof, fail or refuse to comply with any other covenant,
agreement, term or provision of this Agreement, or of any
agreement entered into concurrently herewith relating to
the financing of the Egquipment, on its part to be kept ani
performed or to make provision satisfactory to the Vendor
for such compliance; or

{(c) Any proceeding shall be commenced by or against
the Vendee for any relief which includes, or might result
in, any modification of the obligations of the Vendece
hereunder under any bankruptcy or insolvency laws, or
laws relating to the relief of debtors, readjustrent of
indebtedness, reorganizations, arrangements, compositions
or cxtensions, and, unless such proccedings shall have
been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue},
all the obligations of the Vendee under this Agreement
shall not have been duly assumed in writing, pursuant to
a court order or decree, by a trustee or trustees or
receiver or receivers appointed for the Vendee or for
its property in connection with aay such proceedinags in
such manner that such obligations shall have the same
status as obligations incurred by such trustee or trustces
or rcceiver or receivers, within 30 days after such appoint-
ment, if any, or 60 days aftex such proceedings shall have
been commenced, whichever shall be earlier; or



11

(d} The Vendee shall make or suffer any unauthorized
assignment or transfer of this Agreement or any interest
herein or any unauthorized transfer of the right to pos-
session of any unit of the Egquipment; or

(e) An Lvent of Default as defined in the Leasc
shall occcur;

then at any time after the occurrence of such an cvent of
default the Vendor may, upon written notice to the Vendeco

and upon cumpliance with any legal requirements thlien in force
and applicable to such action by the Vendor, (i) subject to

the rights of the Lessee set forth in Article 12 hereof, cause
the Lease immediately upon such notice to terminate and/or

(i1) declurc (hereinafter called a Declaration of Default)

the entire unpaid indebtedness in respect of the Purchase Price
of the Cquipment, together with the interest thercon then
accrued and unpaid, immediately due and payakle, without further
demand, and thereafter the aggrecate ¢f the unpaid balance of
sucl: indebtedness and interest shall Lear interest from the
date of such Declaration of Default at the rate per annum
specifieu in Article 4 hereof as being applicable to amounts
remaining unpaid after becoming duc and payable, to the extent
legally enforceable. Upon a Declaration of Default, the Vendor
shall be entitled to recover judgment for the entire unpaid
balance of the indebtedness in respect of the Purchase Price

of the Equipment so payable, with interest as aforesaid, and

to collect such judgment out of any property of the Vendec
wherever situated. The Vendee shall promptly notify the Vendor
of any event which has come to its attention which constitutes,
or with the giving of notice and/or lapse of time would consti-
ture, an event of default under this Agrcement.

The Vendor may, at its election, waive any such event of
default and its conseguences and rescind and annul any Declara-
tion of Default or notice of termination of the Lease by notice
to the Vendee in writing to that effect, and thereupon the
respective rights of the parties shall be as they would have
been if no such event of default-had occurred and no Declaration
of Default or notice of termination of the Lease had been made
or given. Notwithstanding the provisions of this paraqgraph,
it is expressly understood and agreed by the Vendee that time
is of the essence of this Agreement and that no such waiver,
rescission or annulment shall extend to or affect any other
or subscquent default or impair any rights or remedies conse-
quenrnt thercon.
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ARTICLE 17. Remedies. At any time during the continu-
ance of a Declaration ol Default, the Vendor may, subject to
the rights of the Lessee set forth in Article 12 herecf, and upen
such further notice, if any, as may be required for compliancc
with any mandatory legal requirements then in force and applica-
ble to the action to be taken by the Vendor, take or causc to
be taken, by its agent or agents, immediate possessicn of tuc
Lquipment, or ¢ne or more of the units thereof, without liabiiizy
to return to the Vendee any sums theretofore paid and free fror
all claims whatsoever, except as hereinafter in this Article 1%
expressly provided, and may remove the same from possession aru
use of the Vendee, the Lessee or any other person and for such
purpose may enter upon the premises of the Vendee or the Lessee
or any other premises where the Equipment may be located and
may use and employ in connection with such removal any supplics,
services and aids and any available trackage and other tfacilitics

or means of the Vendee or the Lessee, with or withgut process of
law.

In case the Vendor shall demand possession of the Equipment
pursuant to this Agreement and shall designate a reasonablc point
or peoints on the lines or premises of the Lessec for the
delivery of the Equipment to the Vendor, the Vendee will (sub-
ject to the rights of the Lessee set forth in Article 12 hercof},
at its own expense, forthwith and in the usual manner, cause
the Equipment to be moved to such peint or points and shall
there deliver the Lquipment or cause it to be delivered to the
Vendor. At the opticn of the Vendor, the Vendor may keep the
Fquipment on any of the lines or premises of the Lessec until
the Vendor shall have leased, sold or otherwise dispcsed of
the same, and for such purpose the Vendee agrees to cause to
be furnished, without charge for rent or storage, the necessary
facilities at any point or points selected Ly the Vendor. This
agreement to deliver the Equipment and furnish facilities as
hercinbefore provided is of the essence of the agreement bectween
the parties, and, upon application to any court of equity having,
jurisdiction in the premises, the Vendor shall be entitled to a
decree against the VYendee requiring specific performance herecofl.
The Vendee hereby expressly waives any and all claims against
the Vendor and its agent or agents for damages of whatever
nature in connection with any retaking of any unit of the
Lquipment in any reasonable manner.

At any time during the continuance of a Declaration of
Default, +he Vendor (after retaking possession of the Equip-
ment as hercinhefore in this Article 17 provided) may, at its
clection and upon such notice as is hereinafter sct forth,
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retain the Eguipment in satisfaction of the entire indebted-
ness in respect of the Purchase Price of the Egquipment and
make such dispositon thereof as the Vendor shall deem fit.
Written notlice of the Vendor's election to retain the Fquip-
ment shall be given to the Vendee by telegram or registered
mail, addressed as provided in Article 22 hereof, and to any
other persons to whom the law may require notice, within 30
days after such Declaration of Default. In the event that
the Vendor should elect to retain the Equipment and no objec-
tion is made thereto within the 30-day period described in
the second proviso below, all the Vendee's rights in the
Lquipment shall thereupcn terminate and all payments made by
the Vencee may bhe retained hy the Vendor as compensation for
the use of the Fquipment; provided, however, that if the
Vendee, Lefore the expiration of the 30-day period described
Ln the provisoc below, should pay or cause to he paid tc the
Vendor the total unpaid balance of the indebtednegs in respect
of the Purchase Price of the Equipment, together with intercsti
thercon accrucd and unpaid and all other payments due under
this Agreemert, then in such event absoclutc right to the
possession of , title to and property in the Eguipment shall
pass to and vest in the Vendee; provided, further, that if
the Vendec or any other persons notitied under the terms cf
this paragraph object in wraiting to the Vendeor within 30
days from the receipt of notice of the Vendor's election

to retain the Equipment, then the Vendor may not so retain
the Equipment, but shall sell, lease or otherwise dispese

of it or continue to hold it pending sale, lease or other
disposition as hereinafter provided or as may otherwise be
permitted hy law. If the Vendor shall have given no notice
to retain as hereinabove provided or notice of intention to
dispose cof the Equipment in any other manner, it shall be
deemed to have elected to sell the Eguipment in accordance
with the provisions of this Article 17.

At any time during the continwvance of a Declaration of
Default, the Vendor, with or without retaking possession
thereof, at its election and upon reasonable notice to the
Vendee and any other persons to whom the law may require
notice of the time and place, may, subject to the rights
of the Lessee set forth in Article 12 hereof, sell the
Equipment, or one or more of the units thereof, free from
any and all claims of the Vendee or any other party claim-
ing from, through or under the Vendee at law or in equity,
at public or private sale and with or without advertisement
as the Vendor may determine; provided, however, that if,
prior to such sale and prior to the making of a contract
for such rale, the Vendee should tender full payment of
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the total unpaid balance of the indebtedness in respect

of the Purchase Price of the Equipment, together with
interest thercon accrued and unpaid and all other payments
due under this Agreement as well as expenses of the Vendor
in retaking possession of, removing, storing, holding and
preparing the Equipment for, and otherwise arranging for,
the salec and the Vendor's reasonable attorneys' fees, then
in such event absolute right to the possession of, title tc
and property in the Equipment shall pass to and vest in the
Vendee. The proceeds of such sale or other disposition,
Jess the attorneys' fees and any other expenses incurred by
the Vendor in retaking possession of, removing, storing,
hiolding, preparing fer sale and selling or otherwise dispos-
ing of the Equipment, shall be credited on the amount duc
to the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted 3t New
“ork, New York, at such time or times as the Vendor may
¢:pecify (unless the Vendor shall specify a different place or
j:'laces, in which case the sale shall be held at such place or
j‘laces as the Vendor may specify), in one lot and as an en-
tirety or in separate lots and without the necessity of gather-
ing at the place of sale the property to be sold, and in general
in such manner as the Vendor may determine. The Vendee shall
he given written notice of such sale not less than ten days
prior thereto, hy telegram or registered mail addressed as
provided in Article 22 hereof. If such sale shall be a private
sale, it shall be subject tc the rights of thc Vendee to pur-
chase or provide a purchascr, within ten days after notice
of the proposed sale price, at the same price offered by the
intending purchaser or a better price. The Vendor may bid
for and become the purchaser of the Egquipment, or any unit
thereof, so offered for sale. In the event that the Vendor
shall be the purchaser thereof, it shall not be accountable
to the Vendee (except to the extent of surplus money receivec
as hereinafter provided in this Article 17), and in payment
of the purchase price therefor the Vendor shall be entitled
to have credited on account thérccf all sums due to the
Vendor hereunder.

Each and every power and remedy hereby specifically
given to the Vendor shall be in addition to ecvery other
power and remedy hereby specifically given or now or herec-
after ex’sting at law or in equity, and each and every powver
and remedy may be exercised from time to time and simul-
taneously and as often and in such order as may be deemed
cxpedient by the Vendor. All such powers and remecdies shall
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be cumulative, and the exercise of one shall not be deemed

a waiver of the right to exercise any other or others. No
delay or omission of the Vendor in the exercise of any such
power or remedy and no renewal or extension of any payments
due hercunder shall impair any such power or remedy or shall
be construed to be a waiver of any default or an acguiescencc
thercin. Any extension of time for payment hereunder or cother
indulgence duly granted to the Vendee or the Lessee shall not
otherwise alter or affect the Vendor's rights or the Vendee's
obligations hereunder. The Vendor's acceptance of any payment
after it shall have become due hereunder shall not be deemed
to alter or affect the Vendee's obligations or the Vendor's

rights hereunder with respect to any subsequent payments or
default therein,

If, after applying all sums of money realized by the
Vendor under the remedies herein provided, there shall rerain
any amount due to it under the provisions of this Agreement,
the Vendee shall pay the amount of such deficiency to the
Vendor upon demand, and, if the Vendee shall fail to pay
such deficiency, the Vendor may bring suit therefor and
shall be entitled to recover a judgment therefor against
the Vendec. 1f, after applying as aforesaid all sums
realized by the Vendor, there shall remain a surplus in
the possession of the Vendor, such surplus shall be paid
to the Vendec.

The Vendee will pay all recasonable expenses, including
attorneys' fees, incurred by the Vendor in enforcing its
remedics under the terms of this Agreement. In the event
that the Vendor shall bring any suit to enforce any of its
rights hereunder and shall bhe entitled to judgment, then in
such suit the Vendor may recover reasonable expenses, includ-

ing reasonahble attorneys' fees, and the amount thereof shall
he included in such judgment,

The foregoing provisions of this Article 17 are subject
in all respects to all mandatory legal requirements at the
time in force and applicable thereto.

ARTICLE 18. Applicable State Laws. Any provision of
this Agreement prohibited by any applicable law of any juris-
diction (which is not overridden by applicable federal law)
shall as to such jurisdiction be ineffective, without modify-
ing the remaining provisions of this Agyreement. Where, howcver,
the conflicting provisions of any such applicable law may be waive
they are herchy waived by the Vendee to the full extent permitted
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by law, it being the intention of the parties hereto that
this Agrcement shall be deemed to be a conditional sale and
enforced as such.

Except as otherwise provided in this Agreement, the
Vendee, to the full extent permitted by law, hereby waives
all statutory or other legal requirements for any notice of
any kind, notice of intention to take possession of or to sell
or lease the Equipment, or any one or more units thereof, and
any otner requirements as to the time, place and terms of the
sale or lease thereof, any other requirements with respect to
the enforcenment of the Vendor's rights under this Agrecment
and any and all rights of redemption.

ARTICLE 19. Recording. Prior to the delivery and accept-
ance of any Unit of the Equipment, the Vendee will cause this
Agreement, any assignments hereof and any amendments or supple-
ments hereto or thereto to be filed and recorded in accordance
with Section 20c¢ of the Interstate Commerce Act; and the Vendee
will from time to time do and perform any other act and will
execute, acknowledge, deliver, file, register, deposit and
record any and all further instruments required by law or
reasonably requested by the Vendor for the purpose of proper
protection, to the satisfaction of counsel for the Vendor,
of its title to the Equipment and its rights under this
Agreement or for the purpose of carrying out the intention
of this Agreement; and the Vendee will promptly furnish to
the Vendor certificates or other evidence of such filing,

registering, depositing and recording satisfactory to thne
Vendor.

ARTICLE 20. Payment of Expenses. The Vendee will pay
all reascnable costs and expenses (other than the fees and
expenses of counsel for the Builder) incident to this Agree-
ment and the first assignment of this Agreement (including
the fees and expenses of an agent, if the first assignee is
an agent), and any instrument supplemental or related hereto
or thereto, including all fees and expenses of counsel for
the first assignee of the Agrcement and for any party acquir-
ing interests in such first assignment, and all reascnable
costs and expenses in connection with the transfer by any
party of interests acquired in such first assignment.

ARTICLE 21. Article Headings; Effect and Modification
of Agreement. All article headings are inserted for conveni-
ence only and shall not affect any construction or interpre-
tation of this Agreement.
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This Agreement, including the annexes and schedules
hereto, exclusively and completely states, the rights of
the Vendor and the Vendee with respect to the Lquipment and
supersedes all other agreements, oral or written, with respect
to the Equipment. No variation or modification of this Agrce-
ment and no waiver of any of its provisions or conditions
shall be valid unless in writing and signed by duly authorize:d
representatives of the Vendor and the Vendee.

ARTICLE 24. Law Governing. The terms of this Agreement
and all rights and obligations hereunder shall be governed by
the laws of the Selected Jurisdiction; provided, however, that
the parties shall be entitled to all rights conferred by Sec-
tion 20c of the Interstate Commerce Act and such additional
rights arising out of the filing, recording or deposit hereof,
it any, and of any assignment hereof as shall be conferred
by the laws of the several jurisdicticns in which this Agree-
ment ~r any assignment hereof shall be filed, recorded or
deposited. ’

ARTICLE 25. Definitions. The term "Vendor", whenever
used in this Agreement, means, before any assignment of any
oi 1its rights hereunder, the party hereto which has manu-
factured the Equipment and any successor or successors for
the time being to its manufacturing properties and bhusiness,
and, after any such assignment, both any assignee or assignees
for the time being of such particular assigned rights as
regards such rights, and alsc any assignor as regards any
rights hereunder that are retained or excluded from any assign-
ment; and the term "Builder", whenever used in this Agreement,
means, both before and after any such assignment, the party
hercto which has manufactured the Equipment and any successor
or successors for the time being to its manufacturing prop-
erties and business.
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THIS LEASE OF'RATLROADR;ZOUIRMENT, dated __pgm.p Kl
1973, between NORTH AMDRICAN CAR CORPORATION, a corxboratlicn of
the State of Delawave, (hercinafter called "LL:SCL”); and GFCRIRK
P. BAKER, RICHXRD C. BONWD and JERVIS LAMNGNDCH, JR., Trustoeoss of
the property of PENN CENTRAL TRANSPORTATION COIZANY, Dektor,
{hereinafter called the "Railroad"), and the suceczssers of ould
Trustees, or of any of them, (herecinaf+er called "Lessees"},

WITNESSETH:

WHEREAS, Pullman, Incorporated (hereinafter callad
"Manufacturer"), has agreed to manufacture, sell and delivar
and Lessor or a purchaser (hercin "Owner") designated by Lessor
who will in turn lease the Cars tc Lessor who in such case will
be a sub-lessor hereunder, has agreed to purchase and pay for
the freight cars (hereinafter called the "Cars") which are
identified in Exhibit A attached hcreto; and

WHEREAS, the Cars are to be manufactured in accerd-
ance with the spzcifications approved by Lessees, and Lessor (such
specifications being hereinafter called the "Specificaticns”);
and

WHEREAS, the terms and provisions contained in this
Lease constitute the only understanding, oral or written, bctircen
Lessor and Lessees relating to the Cars; and

WHEREAS, the aforesaid George P. Baker, Richard C.
Bond and Jervis Langdon, Jr. have keen duly appointed Trusieces cf
the property of the Railroad by an order of the United Staztes Distr_c-
Court for the Eastern District of Pennsylvania (herzinafter callel
the "Court") in a proceeding under Scction 77 of the Bankruptcy
Act entitled "In the Matter of Penn Central Transportation Coriany,
Debtor, No. 70—347", and said appointmant has been duly ratifiad
by an order of the Interstate Commerce Commissicn, and said Trustzcr
have duly qualified as such and are now in poszessicn of and
operating the proporty of the Railrocad pursuznce to the provisions
and directions contained in orders of said Court; and

WHEREAS, by an order of said Court dated /ZZ@A;. _%/__J

1973, the form und terms of this Leasc were acprouLu by sola Cors
in substantially the present form hercof, and Lesstes were dnly



authorized to exccute and deliver this Lease, and to comply with
all the provisions horecof.

NOW THTREFQORE, in ceonsideration of the premisct and
of the rentals to be paid and the cowvenants hercinaflter men-
tioned to be kepl and porformad by Lessees, Lessor herclhy
lecasces the Cars to Lessecs and Lessces hereby hire the Cuars
from the Lecsor upen the folloving terms and conditions:

SECTION 1. DELIVERY AUD ACCEPTANCE OF CARS. During
the manufacture of each Car the Lessees will cauvse the materials
and other components which are to be incorporated in, and the
construction of, such Car to be inspected by their authorizcd
representative at Manufacturer's Butler, Pennsylvania anc Besso
Alabama plants. Promptly after cempletion of manufacture therac
Lessor will require the Manufacturer tc cause such Car tc be
tendered to Lessor and Lesseoes on behalf of Lessor at Lessoes
option either at Manufacturer's plants at Butler, Pennsvlvarnia
Bessemer, Alabama, or if Lessces pay the cost of transportation
at such other point as may be dcs1gnatcd by Legssees. Such trans-
periation shall not be at Lessor's risk. Upon such tender Less.on
will forthwith cause such Car to be further inspected by the
authorized reproscntat ve referred to above and, if such Car conpli
fully with the Speccifications and is in good ordcr and readv for sou-_ -
Lessees will cause such representative to execute and deliver to
Lessor and to the Manufacturer a Certificate of Inspection and
Acceptance, substantially in the form hereto attached as Exhibit
B, whereupon such Car shall be deemed to have been delivered to
and accepted by Lessecs, and shall be subject thereafter to all
the terms and conciticns of this Leanse, provided, however, that
no Certificate of Inspection and Azcep:ance shall diminish or
otherwise affect the obligations of Manufacturer under its warranty
agrecment with the Lessor and Lessecs.

W
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In the cvent that less than all of the Carq are
delivered and accepted under the terms of this Lease, then
concurrently with the delivexy and accestance of the last Car
so delivered and accepted, Lesupes will cause to be exccuted
and delivered to Lessor a supp.emen®t to this Lease, in sub-
stantially the form attached horeto as Exhibit C.

1(‘J

At all times during the continuance of this Lecase
title to the Cars shall be vestod in Lessor or Owner to the exclusion
of Lessees, and any rights of Lessees in respect of the Cars shall
constitute a leaschold interest only.



Unless otherwise agreed between Lessor and Lessecos, this
Lease shall not bte cffective a% to any cars not delivered and
accepled on or bofere Apral 30, 1274 (hereinafter called “"Cutoff Datoe™).

Lessees shall hold Lessor harmless from all costs and
expensas relating to the transportation and storage of the Care
charged to the Lessor after their completion by the Manufacturer
prior to the accuptunce of the Cars under the terms of the lLeasc.

SECTION 2., TERM OF THE LEASE. The initial term of
this Lease, (hereinafter called the "Initial Term"}, as to
each Car shall ccmmence on the date of delivery to Lessecs
specified in the Certificate of Inspection and Acceptance
for such Car and, subiject to the provisions of Sections 9
and 11 hereof, shall terminate onr the day, (hercinafter called
the "Initial Term Terminal Day"), preceding the fifteenth
anniversary of the Average Date of Acceptance, as hereinafter
defined in this Secticn 2., The term of this Leasc shall expire
on the Initigl Term Terminal Day unless Lessees exercisc
either or both of their rights and cptions to extend the
tern: of this Lease as hereinafter prcvided in this Section 2.

Unless an Event of Default under Section 11 hercof
shall have occurraed and be continuing, Lessees shall have the
right and option, by written notice given to Lessor not less
than one hundred eighty (180} days pricor to the Initial Term Terminal
Day, to extend, subject to the provisions of Section 9 herccf, the
term of this Leasc with respect to the Cars then subject to
this Lease for an additional period of five (5) years, (herc-
inafter called the "rirst Extended Term"), commencing on the fifteentl
anniversary of the Average Date of Acczptance, as hereinafter
defined ir this Section 2, and ending on the day, (hereinaftor
called the "First Extended Term Terminal Day"), preceding the twaentieil
anriversary of the Average Date of Acceptance, as hereinafter
defined in this Section 2,

Unless an Event of Default-under Section 1l hercef
shall have occurred and ke continuing, Lessees shall have the
right and option, by written nctico given to Lessor not less than
one hundred eighty (180) days prior to the First Rxtended Terr
Terminal Day, to further extend, subject to the provisions of
Section 9 hereof, the term of this Lease with respect to the Cars
then subject to this Lease for an additicnal period of five (5)
vyears, (hereinafter called the “Second Exntended Term"), conrencing



on the twentieth anniversary of the Average Date of Acceptance, as
hercinafter defined in this Section 2, and ending on the day,
(hereinafier called the "Secend Extended Term Terminal Day'),
prec:ding the twenly-fifth anniversary of the Averaye Dato of Lo-
centance, as hereinafter defined in this Section 2.

In the event that Lessees exercise either or bolh cf such
rights and options to extend the term of this Lease, the prcvisions
cof Scctions 4(a), 7, 8, 9, 10, 11, 12, 13 and 15 hereof shull be
avplicable during the Initial Term and such extended term of this
Lease.

From and after the date of exccution hereof until
the expiration or termination of the Initial Term or any exten-
sion thereof, as to any Car as set forth in this Section, this
Lease shall not ke subiject to termination by Lessor except
pursuant to Section 11 hercof upon the occurrence of an Event
of Default, oxr by Lessees except pursuant to Secticns 4(a), 2,
and 13 hereof.

FPor the purposes of this Lease, the “Average Date of
Acceptance” shall be the first day of the calendar month ne:nt
succeeding a date determined as fcllows: the nunber of Cars ac-
caopted by Lessees on each date of acceptance cn or prior te the
Cutoff date, as and if extended, shall in each case be multiplicd
by Lhe number of days elapsed subseguent to the date of the
acceptance of the first Car accepted; the
pruducts so obtained shall be added together and divided by the
toltal number of Cars accepted on or prior te the Cutoff date,
as and if extended, on which any of the Cars were accepted;
and the quotient so obtained (rounded out to the nearest whela
nurocr) will be the number of days elapsed subseguent to the
date of the acceplance of the first Car to and including the
datue which is the Average Date of Acceptance; provided, howeveoer,
that the Average Date of Acceptance may be such other date as
shall be agreed upon in writing by Lessor and Lessees.

SECTIOH 3. RENTALS. Lessees agree to pay to Lessor,
in cash, for the Initial Term of this Lease rental for each

of the Cars subject to this Lease at the menthly rate
specificl for such type of Car on Exhibit A hercof. Such
rental shall begin to accrue on the date on which such Car is
delivered to and accepted by Lessees hercunder and continuing
during the period ending on the earlier of (i) the Initial
Term Terminal Day or (ii) the date, if any, on which this
Lease shall terminate with respect to such Car pursuant to
Scctions 4(a), 9, 11 or Secticn 13(a) hercof.



In the event that Lossees exercise their first r o hit
and option to extend the term of this Lease, Lessees agrec Lo
pay to Lessor, in caslh, during Lhe First LExtcended Term monthily
rental for each of the Cars then subject to this Leasc ccual Lo
the Fair Rental Value, as hereinafter defined in this Sacliocn 3,
becginning on the fifteenth anniversary of the Averagoe Datco of
Acceptancoe and ecniding on the earlicr of (i) the First Extendod
Tern Terminal Day or (ii) the daete, if any, on which this Loease
shall terminate with respect to such Car pursuvant to Sections dla)
9, 11 or Scction 13(a) herect,

In the eovent that Lessces exercise their second richr
and option to further extend the term of this Leasc, Lessecrs agqrec
to pay to Lesscor, in cash, during the Second Extended Ter: sonthly
rental for each of the Cars then subject to this Lease eguai to the
Fair Rental Value, as hercinafter defined in this Scction 3,
on the twentieth anniversary of the Averaqe Pate of Acceptance
beginning on such twentieth anniversary and ending on the carlier
of (i) the Second Extended Term Terminal Day or (ii) the datc, if
any, on which this Lease shall terminate with respect te surl Car
pursuant to Sections 4(a), 9, 1l or Sect:ion 12(a} hereof.
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If on cor before two nmonths prior to the expiration
cf the Initial Term ¢r First Extended Term of this Leaso, Losasor
and Lessecs are unable to agree upon a deternination of the lair
Rentzl Value cof such Cars, the Fair Rental Value shall be detorninad
by an irncdependent appraiser mutually agrced upon by Lessor and
Lessees, or failing such agreement, a pantl of three indepondent
appraisers, one of whon shall be selectcd by Lessor, the second
by Lessees and the third desiqnated by the first two so selecl.:d.
The: appraiser or appraisers shall ke instructed to make such
deternmination within a perind of thirty days following appoinimant
and shall promptly cormmunicate such determination in writing Lo
Lessor and Lessees. The determinaticn so xaode shall be conclusively
kinding upcn both Lessor and Lessecs., The expenses and fees of the
appraisexr or appraisers shall be borne by Lessees.

Fair Rental Value shall mean at any time for the
doLtormination therecf an amount determined on the basis of,
and equal to, the value which would obtain in any arm's-lenghth
transaction under the terms herecof for the applicakle period
Letweon an informed and willing lessece-uscr (other than a laoare-
user currently in possession) and an infornad and willing len-or
under no compulsion to lease and, in such determination, corin
of roemoval from the locaticon of current use shall net be a
deduction frem such value,



Lessecs agree to pay such rental to Lessocr as follows:

For the calendar rmonth during which a Car iz delivered and
accepted a dailly pro rata rental rate for such Car will be
payable from the date of acceptance through the last day of

that month on or kufore the 10th day of the {ollewing mnonth

and the rental fer each succeeding month will be payvable con

the first business day of the calendar month next succoeding

the calendar menth in which the rental accrued.

Lessecs will pay, to the extent legally enforcecohle,
intercst at the rate of 10% per annum upon rentals remaining
unpaid after the same shall have beccome due and pavable under
any of the provisions of this Lease.

All paymonts to be made to Lesscr shall be made at
the office of Lessor at 222 South Riverside Plarza, Chicago, Illinois,
60606, or at such other place or places as shall be directed 1n
writing by Lessor,

SECTICN 4. COVENANTS, REPRESCNTATIONS AND WARRAN LS,

(a) Lessor represents and warrants that at the
time a Car beccnos subject to this Lease, Lessor will lawully
have the right to lcase such Car hercunder and that such Car wall be
free and cleor cf all liens and encumbrances of any nature
whatsoever except only the rights of Lessces hereundor and
of the holder of any chzttel mortgace or conditional sale
agreecneont or cof thz trustee of an eqguipient trust or of thc
holcder of any other lien created herztofore or hereafier bLy
the Manufacturer or the Lessor on such Cars and exccpt for
liens for taxes, asressments cr governacntal charges or levies
nct yet duc and delinguent or not yet subject to penalty for
non-pavment, or undctuermined or inchoate -aterialunen's,
mechanics', vorkuen's, repairren's, employces' or other like
liens arising in tho ordinary course of business ané nct delinguont
(such liens, to-z2t»>r with the leasehold and Manufacturer's interest
described inmadiately hereafter, being herein called "Permitiad
Liens"). Lessor has indicated that Lessor may enter inte a
transaction wheorel'y lLessor may become Vendee of the Cars pursuant
to a Conditional Sales Contract from a Vendor (herein “"Vendrx").
The intereost ol such Vendee and Vendor shall constitute a
Permitted Licn, Leosor agrees to pay or hold the Lzssees
harmless from anv such Permitied Liens, THE FORIDGOING WARDIALTY
IS EXCLUSTVF AND IN LIEU OF ALL OTHRR WARRANTIES BY LESSOR, WHIHLTLLR
WRITTEN, ORAL, OR IMPLTLD INCLUDING WITHOUT LIMITATION ANY WALRDLN™

-t



OF MERCUANTAZIT.ITY OR FITUHESS OF ANY FKIND; THE CUIRT BMNIGYILNT OF
THT‘ CALG CR ANY OTHEZR MATTLR WHATSCOLEVLR., ALL SUCH RISUS AS [’ "
THD LLSS0OR AND TUX LIESSENS ARD TO BE BORNE BY THF LESSRIS. DRty ;ZZ,,
HOWEWVEER, 1IN THE EVMRY THE POSSESSION OI' A CAR IS TANEN MPROM LL‘ SIS
BY A HOLDDR OF A PERMITTED LIIMN OR A PERSON CLAITMING TIRROGEGH LRESDR,
AS TO ESLCH CAR TIIIS LEASE SIALL TERMINATE AS OF TIH. DATD O SUCh
TAKING UNLLSH LEZELRES ARE JW DOFAULY HOREUNDLR., The Lessor hereoy
apuoints and constitutes the Lessees its agent and attorney-in-iact
durlﬁq the term of this Lezse to assert and enforce, from tirs to
time in the name and for the account of tie Lessor and Lhwe Luno. iz,
as their intrrunis may appear, but in all cases at the sole cost
and expense of the Lessecs, whatever claims and rights Lozacr nay
have againsbL any manufacturers or contractors in respect of Lhe Carc.

(b) Lessces repreosent and warrant that:

(i) Lessees, George P. Baker, Richard C. Bond

and Jervis Langden, Jr., have been duly appointed

as Trustecs of the Property of the Railrcad by an ordsr
of the United States District Court for the Eavtcrn
District of Pennsvlivenia; the appoiniment of said Trun-
tezs has been duly ratified by an order of the
InLoralate Conmprce Commission; and said Trustcoes are
duly wvested with the title to the properties of the

Raz ~rca-;l and have the power and auvthority to carry on
its buszincss.

(ii) The execution and delivery of this Lease by
Lessevs and their conpliance with the provisions hereof
havae Lenn duly authorized by an crdexr of sard Court;
and this Leace is legal, wvalid, binding «nd enforce-
able against Lessees in accordance with its terns,

(ii11) The rights of Lessor as herein se¢t forth

and tre title of Lessor to the Cars are free and

cleur ~f the lien, charce or security interest croated
by <uy nﬂrtb‘kn, sccurity agreement or other instrn-
ment Lainding upon the Railroad or Lessees,

(iv} Lucept for the authorization by the United
Stalous District Court for the Eastern District ol
Pennoyluvania of the exccution and delivery of this
Leauc by the Lesseces, no governmental authorizations,
approvals or exemptions are required by the Lesscoes



for the execution and delivery of this Lease or for
the validity and enforcuahility hereof or fer the
leasirng of the Cars hercundcr, for the rentalg an:
for the other terms and conditicns herein provaded;
or, if any such authorizations are required, they
have becn obtained and, if any such authorization
shall hereinafter ke required, they will be promoily
obtained. ]

(v} No litigation or administrative proceedings

are pending or, to the knowledge of Lessecs, arc
threatenced against Lessees, the adversce determin-Lion
of which would affect the validity of this Lease

or the rights of Lessor to enforce the provisicns
hereof.

(vi) Obligations to make rental and other paymont.
under this Lease will constitute expensas of
administration of Lessecs, pavablec on a parity with
other eguipment obligations theretoforc or thercvafter
assumed oOr incurred by Lessees' and, upon occurrcnce

of an Event of Default under th:s Lease, any clain

for darmages will constitute an expense of administuration.

SECTION 5. OPINIONS OF COUNSEL. Concurrently with the
delivery of Certificates of Inspection and 2Acceptance hercunder,
Lessees will deliver to Lessor an cpinicn of Rokert W. Blanchettz,
lsq., Counsel for Lessces, or an attorney designated by him
satisfactory to Lessor, to the effect that (i) Lessces, Georgn P,
Baker, Richard C. Bond and Jervis Langdon, Jr. (or any successor
or additional Trusutees), have becn duly appointed as Trusices of thn
property of the Railrcad by an ordser of the United States District Conis.
for the Eastern District of Pennsylvania; the appointment of said
Trustees has lbeen duly ratified by an order of the Interstatce Conrezen
Comnission; and said Trustees are duly vested with title to the
prcperties of the Railroad and have the power and aunthority to carry
on its business; (ii} the execution and celivery of this Lease hy
Lessees and their compliance with the provisions hereof have hoarn
duly authcrized by an order of said Court; and this Leasn is legal,
va'id, binding and enforcedable against Lessees in accordancn with 1
termy; (iii) the rights of Lesscer as herein set forth and the ¢
of Lusgor to the Cars are free and clear of the lien of any ror
security agreenent or other instrurent binding upon the Railirood
or Lessees; (iv) obligations to make rental and olher payrmeni- under
this Leasc will constitute expenses of administration of Loes.vor,



payable on a parity with other eguipment ohrligations therctoflo ri
or thercafter assured or incurrecéd by Lessces; and, upon ocuurrende
of any Event oI Delault under this Lease, any claim for d.mow s
will constitute an expensc of administration; (v) this Le:uo: har
been filed and recorded in such public offices as are necos-
sary for the full protection of the rights of Lessor in tho
United Statces of Amaerica and in Canada; and (vi) no approval

of the Interstate Comncrce Commission or any other govarn:s :tal
authority (except the Court in the procecdings for the rewroiniza-
ticn of the Railroad) is necessary for the exccution and delriary
of this Leasc, or if any such approval is necessary (specilfyving
the same), that it has been obtained. Counsnl for Lessces or
attorneys designated by him to deliver such opinion to Lesun:r

may rely upon an opinion of Canadian counsel as to Canadion law Or
as to matters govevned by the laws of any of the United Siniss eon
opinions cof attorneys for Lesscoes of such juricsdiction whe urc
satisfactory to Lessor.,

SECTICY 6. IDENTIFICATION MARKS. The Lessces will
cause ecach Car to ke kept numbered with the identifying nuiri:a-
set forth in Schedule A hercto, or in the case of any Car nuu
there listed such jdeontifying number as shall b2 set forth in
any amendment or suprlement hereto extending this Lease to cover
such Car, and will keep and maintain, plainly, distinctly,
permancntly and conspicuously marked on each side of each Czr
in letters not less than onc inch in height, a name designiteld
by Lessor followed by the words "Agent, Security Owner"” and <the

-

words designated by the Lessor, with appropriate changes thoereo

and additions thereto as from tine to time may be reguired by 1

in order to protect the Lessor's and any Vender's title to and

property in such Car and the rights of the Lesscor undor tills Lsase
<

and of the Vendor under any Conditicnal Sale Agrecment. The Legsec
™

dominion over the same until such name and words shall have been
so marked on both sides thereof and wiil replace promptly any
such name and words which may be removed, defaced or destroy.d.
The Lessecs will net change the identifying nurkear of any Car
except in accordance with a statemoent of new number or nurlots

to be substituted therefor, which statemont previcusly shall hive
been filed with any Vendor and the Lessor and filed, recocdud
and deporited by the Lessees in all public offices where this
Lease shall have been filed, roecorded and deposited.

Except as provided in the immediately precedina puii-
graph, the Lessces will not allow the name of any person, acunoin-
tion or corporation to be placed on any Cut as a designation !k
might be interprcted as a claim of ownership; provided, hoviw -,



that the Lesseces may allow the Cars to be lettered with the names
or initials or other insignia customarily usced by the Lessees

or their affiliates on railroad egquipment used by them of the sane
or a similar type for convenience of identification of their rvights
to use the Cars as permitted under this Lease.

SECTION 7. TAXES. Lessees agrec that, during the
continuance of this Lease, in addition to the rentals herein
provided, Lessces will promntly pay all taxes, assessments and
other governuental charges levied or assessed upon or in
respect of the Cars, or any thereof, or upon the use or opcra-
tion thereof or the Lessees earnings arising therefrom, if and to
the extent that any such taxes, assesswments or other govecrnmental
charges may give rise to any lien upon the Cars or may beconc
a claim entitled to priority over any of the rights of Ownar or
Lessor in and to the Cars, and as additional rental will pronptly
pay or reimburse Lessor for all taxes, assessments and other govern-
mental charges levied or assesscd against Lesscr, Owner or a&any
successor in title of either solely on account of ownership of the
Cars, or any thereof, or on account of the use or operation thereo”
or on account of the earnings arising therefrom (exclusive, howaver,
of any tax in the nature of an income tax on the net incowe from
the rentals hercin or in any lease between Owner and Lessor) including
without limitation all licenses and registration fecs, asszasusnents
and any sales, use or sinilar taxes payable on account of the sale or
delivery of the Cars by the Manufacturer to Lessor or the leasing of
the Cars herecundey; but Lessces shall not be required to pay the sare
50 long as they shall in good faith and by appropriate legal or
administrative proceedings contest the validity or amount thercof unle-
thereby, in the judgment of Lessor, the rights or interesti of Lossor
or Owner will be materially endangered, nor shall Lessees bo requirad
to make any tax paymaent which is deferred by order of a courc having .
jurisdiction, provided that such dcferment shall not subject the title
and interest or Cwner or Lessor in and to the Cars to any licu or
encunbrance.

In the event any tax reports are required to be made on the bezsis

of individual Car:c, Lessees will either make such reports in such
mannar as to show the ownership of such Cars by Lessor or Owner

or any succcssor in title or will notify Lessor of such rcouirement
and will malze such report in such manner as shall be satisfcctory to
Lessor. In addition to the above taxes, Lessecs shall pay any
penalties or intevest thereon imposed by any state, federul or lccal
government upon any Car whether or not the same shall be escesnod
against or in the name of the Lessor or Owner and the Lesneis shall
reimburse the Lecsor for any damages or expenses resulting frowr such
failure to pay or discharge any items to be paid under this Soction.
Lessces shall be obligated to pay only such taxes, penaltie:s or
interest as are levied or assessed during the term of this Lecsc.



SECTION 7A, INVESTMENT TAX CREDTT INDEMNIFICATION

This Scction 7A is written under the assumption that
the Owner of the Cars will be the Lessor or its nominee an:id that
as the Owner it will be entitled to and will retain all of the
Federal income tax benefits incident to such ownership including,
without limitation, the investment tax credit., If Lessor i Lhe
Owner, solely for the purpose of interpreting the remainder of
this Section 72, the word "Owner" shall be presumsd to mean the
“Lessor" and the word “Owner's" shall be presumed to mean the
"Lessor's", whenaver such words appear in the remainder of this
Section 7A. If Lessor's nomince becomes Owner, Lessor shall notify
Lessees in writing prior to the acceptance of any Car hercunder.

(a) It is the intent of the parties to this Lease that
the Owner shall be considercd to be the Owner and original usecr of
all the Cars which are subject to this Lease for all Fedcral inconme
tax purposes, that the Owner shall be entitled to and shall claim
an investment tax credit of seven percent of the Cwner's qualified
investment in each Car (as explaired below) in accordance with the
provisions of Section 38 and 46 through 50 of the Internal Revenuc
Code of 1954, as amended, ("Code")}, that the Owner shall be cntitled
to claim depreciation with respect to each Car by any of the depre-
ciation methods and by using the minimum life provided for Assct
Guideline Class 00,25 provided for under Section 167 (m) of the Code,
(hereinafter the "ADR Deduction") or any corresponding provision
of subseguent law; and the Lessces agree that they will at no tire
take any action or file any deocument which is inconsistent witn
the foregoing intent.

(b) If a determination is made by any Federal court decisic:
{including a decision of the United States Tax Court), or if a deter-
mination, which is concurred in by the tax counsel designated as proe-
vided in Section 7A(f) herec’, is made by the Internal Revenue Servic.
("IRS"), either of which determirations is hercinafter referrcd to as
a ("Final Detcrmiration"), that, due to any amendment to the
provisions of the Code relating to the investment tax credit, the
effective date of which is on or bricre the commencement of the
original use of any Car by or on bchalf of the Lessor, or due
to any act or omission of the Lessees, or due to the use including
without limitation use by any goveramental body or omission to
use any Car during the term of this Lease with respect thercto, the
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owner shall not have or shall lose (by recapture or otherwisc) the
right to claim, or there shall be disallowed any portion of, the
investment tax credit (provided for in Sections 38 and 46 through 50
of the Code, as in effect on the date of this Lease) equal to seven
percent of the Owner's "qualified investment" (within the meaning of
Section 46{c) of the Code and Sections 1,46-3 and 1.1502-3 of Treasurv
Income Tax Regulations) (hereinafter called "Qualified Investment") in
any Car, because such Car is not “"new Section 38 property" {within

the meaning of Section 48(b) of the Code) with respect to the Ownerx

at the commencement of the Initial Term as to such Car or bLecause

such Car ceases to be "section 38 property" (within the meaning of
Section 48(a) of the Code) with respect té the Owner the Lessecs

shall pay to the Lessor as liquidated damages (for the loss of a
bargain and not as a penalty) within thirty days of such Final
Determination the amount computed under Section 7A(e) hercof.

(c) The Lessees shall also pay to the Lessor as liquidated
damages the amount computed under Section 7A{e) hereof if it is the
opinion of the tax counsel designated as provided in Section 7A(f)
hereof that due tc any amendment after the date hereof to the
provisions of the Code relating to the investment tax crecdit, or due
to any act or omission of the Lessees, or due to the use or omission
to use any Car during the term cof this Lease with respect thercto,
the Owner may not reasonably claim an investment tax credit of
seven percent of the Owner's Qualified Investment in any Car, or may
not reasonably fail to recompute an investment tax credit previously
claimed with respect to any Car, because such Car is not "new section
38 property" (within the meaning of Section 4B8({b) of the Code) with
respect to the Owner at the commencement of the Initial Term as to
such Car or because such Car ceases to be "“section 38 property®™ (within
the meaning of Section 48(a) of the Code) with respect to the Owner.
The issuance of the opinion referred to in the preceding sentence
of this paragraph shall be considered to be a Final Determination for
all purposes of this Section 7A.

(d) Unless the terms of this Lease or any waiver of the
terms hereof specifically providc otherwise by express reference to
this Section 7A, the obligaticn of the Lessees under this Sectiorn 7A
to pay liquidated damages under the circumstances provided for herein
shall not ke reduced or eliminated, except that (1) the Lessces shall
be under no obligation whatsoever to pay any such liquidated damages
if a Final Determination results in the Lease or the Leasc between the
Owner and the Lessor constituting a sale for Federal income tax
purposes, (2) the Lessees shall be under no obligation to pay such
liguidated damages with respect to any Car for which the Lessecs
shall pay liquidated damages as provided in Section 9 hereof and
(3) the Lessees shall be under no obligation to pay such liguidated
damages with respect to any Car to the extent that the Ownes, or
any affiliated group of which the Owner is a member, would not have
obtained a tax benefit from all or any portion of an investimentl
tax credit with respect to such Car due to the failure of the Owner,
Oor any affiliated group of which the Owner is a member, to havc
sufficient Federal income tax liability.



(e) The liguidated damages attributable to any Fincl Deter-
mination provided for in Section 7A(b) and (c) hereof shall be an
amount equal to the sum of:

(1) the quotient of (i} the difference betwecn

7% of the Owner's gqualified investment in the Unit,
(or the total Investment Credit previously allowed the
Owner with respect to such Unit) and the Investmont
Credits with respect to the Unit which are allowed

to the Owner {(before taking into account any limita-
tion on the amount of such credit based upcn the
Owner's Federal Inceme Tax liability) plus the

amount of any Federal tax penalties attributable to
any act or omission of the Lessees required to be
paid by the Owner divided by (ii} that percentage
which is the difference between (a) 100% and (B)

the sum of (x) the highest effective Federal incouc
tax and/or excess profits tax rate gencrally applicakhle
to domestic corporations {including therein the effect
of any applicable surtax, surcharge and/or any other
federal tax or charge related to net income or exuess
profits, or related to any tax on net income oOr excess
profits) for the taxable year of the Owner in which
the payment of liquidated damages are herein requirad
(hereinafter referred to as the "Federal tax rate")
plus (y) the highegt effective generally applicable rate
of tax imposed by the State of Illinois on net inceore
and/or excess profits of Illinois corporations for the
taxable vear of the Lessor in which the payment of
liquidatecd damages are herein required multiplied Ly
that percentage which is the difference between 100%
and the federal tax rate for such year, plus

(2) the amount of any tax deficiency interest which

is required to be paid by the Lessor and is attributable
to the period prior to the Lessees' payment to the Lessor
of the liguidated damages.

(f) The tax counsel referred to in Section 7A(b) and (c¢)
hereof shall be such tax practitioner as the Lessor and the Lassees sha.
aqree to and designate in writing, However, if the Lessor and the
Lessees are unwilling or unable to so agree and designate, such tax
counsel shall be such law firm or public accounting firm as the res-
pective public accounting firms retained by the Lessor and tlic Lesseos
shall in their sole discretion agree to and designate in writing,

The Lessor and the Lessees shall share equally in any expenses, includ.:. -

fees and disbursements, of any such tax counsel so agreed to and desiqg-
nated for the purpeses provided in this Section 7A.
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(g) In the event that the Owner, or the common parent
corporation of any affiliated group of which the Owner is a momber,
"shall commence any law suit in any Pederal court (including the United
States Tax Court) which, if decided adversely to the Owner or any
such common parent corporation, would obligate the Lessees 1o pay
liguidated damages to the Lessor pursuant to Section 7A(b) hereof then,
and in any such cvent, the Lessor shall within forty days of the
commencement of such law suit advise the Lessees in writing of the
commencement of such suit and shall thereafter keep the Lessces intornsc
as to the progress thereof. The Lessor shall wuse its best offoris
to assure the successful prosecution of any such law suit; and Lessecs
shall use their best efforts to comply with any reasonable reqguests
made by the Lessor or the Owner for assistance in the prosccution of
such suit. The Lessor and the Lessees shall share in the expences
of conducting any such law suit, including the fees and disbkurscments
of any outside counsel and any other costs incurred by the Ownerxr
or the Lessces which are directly related to such law suit, in such
proportions as the Lessor and the Lessees shall agree upon. liovever,
1f the Lessor and the Lessees are unwilling or unable to so agree,
such expenses shall be paid by the Lessor and the Lessees in such
proportions as shall be deemed equitable in the opinion of the tax
counsel designatced as provided in Section 7A(f) hereof.

(h) 1In the event a determination of the specific type
described in Section 7A(b) hereof shall have been made by the IRS,
except that such determination shall not be a Final Determination
by reason that such determination shall not have been concurred in
by the tax counsecl designated as provided in Section 7A({f) hereof,
and in the further event that (1) the Owner, or the common parent
corporation of any affiliated group of which the Owner is a member,
shall have paid to the IRS the amount of any Federal income tax
deficiency and statutory interest thereon attributable to such deter-
mination and shall have filed with the IRS a claim for refund of such
amount, (2) the IRS shall have failed to refund all or any portion
of such amount, (3} the Owner, or any such common parent corporation,
shall have commenced a suit in a Federal court for the recovery of
the unrefundeé porticn of such amount, and (4) with respect to such
suit such court shall have made a Final Determination as specifically
described in Section 7A(b) herecf; then, and in any such eventuality,
in addition to the liguidated damages applicable to such Final
Determination, the Lessees shall pay to the Lessor within thirty days
of such Final Determination an amcunt egual to interest on the un-
refunded portion of such amount computed at the rate of six percent
per annum or the effective interest cost to the Lessor, whichover is
greater, from the date of said payment of such amount to the 1RS to
the date of such Final Determination. 1In no event shall such interest
cost exceed 8.875% per annum,

(i) The Lessees' and the Lessor's agreement to pay any

sums which may bcceom> payable pursuant to this Section 7A shall
survive the expiration or other termination of this Lease.
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SECTICON 7B. ADR TAX INDEMNIFICATION.

(a) If (i) at any time the Lessor shall lose, or shall
not have or shall lose the right to claim, or there shall bc
disallowed with respect to the Lessor, all or any portion of the
ADR Deduction provided for in Asset Guideline Class 00.25 with
respect to any Car solely as a result of any act or omissiwi of the
Lessecs or due to the use or omission to use any Car during the term
of this Lease with respect thereto, representations and warranties
of the Lessces or (ii) at any time prior to the commencenont of the
original use of any Car by or on behalf of the Lessor there shall
have been enacted any amendment to the Internal Revenue Code of
1954, as amended, which would operate to reduce or eliminatce the ADR
Deduction with respect to any Car then the rental rate applicalle
to such Car set forth in Section 3 of this Lease shall, on and
after the next succeeding rental date after written notice to the
Lessees by the Lessor of the occurrence of any such event, be
increased by such amount for such Car which will cause the Lessor's
net return over the term of the Lease in respect of such Car to
equal the net return that would have been available if such event
had not occurred and the Lessee shall forthwith pay to the
Lessor the amount of any interest which may be assessed by the
United States against the Lessor attributable to the occurrence
of such event and which had been paid by the Lessor.

(b} The rental rate under this Section 7B(a) shall not
be so adjusted if the Lessor shall have lost, or shall not have,
or shall have loszt the right to claim, or if there shall have been
Qisallowed with respect to the Lessor, all or any portion of such
ADR Deduction with respect to such Car as a direct result of any
of the events specified in Section 7A(d), or the Lessor's failure
to take timzly action in contesting a claim made by the Internal
Revenue Scrvice with respect to the disallowance of such ADR
Deduction if the failure to take such action in a timely manner
shall have preclured the right of the Lessees to contest such clain,
or the Lessor's failure to take action to contest any such claim
after a timely request to conduct such contest has been given by the
Lessees to the Lessor {provided that the Lessees shall have upon
demané of the Lessor paid to the Lessor the reasonable expenses of
any such contest as a condition of prosecuting the same), or as a
direct result cf the rolease, waiver, compromise or settlemeni by
the Lessor of any action or proceeding to contest any such claim
without the prior written consent of the Lessees, which consocnt
shall not be unreasonably withheld.
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(c) 1In the event a claim shall be made by the Intcrnal
Revenue Service with respect: to the disallowance of all or any
part of the Lessor's ADR Deduction in respect to any Car for any
of the reasons qpochfxed in Scection 7B{a), the Lessor agrecc Lo
take such action in cconnection with contesting such claim as the
Lessees shall reasonably request from time to time, provided,
however, that: (1) within 30 days after notice by the Lessor :o
the Lessees of such claim, the Lessees shall make reguest that
such claim be contested; (ii) the Lessor, at its socle option,
may forego any and all administrative appeals, proceedings, hearings
and conferences with the Internal Revenue Service in respect of such
claim and may, at its sole option, sither pay (in which event
the additional rentals provided for in Section 7B{a} shall commance
on the next succeeding rental pavment date) the tax claimed and
sue for a refund in the appropriate United States District Court
and/or the Unites States Court of Claims, as the Lessor shall
elect, or contest such claim in the Tax Court of the United States,
considering, however, in good faith such request as the Lessces
shall make concezrning the most appropriate forum in which to proceed;
(iii) prior to taking such action, the Lessees shall have furnished
the Lessor with an opinion of independent tax counsel reasonably
satisfactory to the Lessor to the effect that a meritorious defense
exists to such claim; and (iv) the Lessees shall have indemnified
the Lessor in a marner reasonably satisfactory te it for any liability
or loss which the Lessor may incur as the result of contesting such
claim and shall have agreed to pay the Lesscr on demand all costs ancd
expenses which the Lessor may reascnably incur in connection with
contesting such claim, including, without limitation (A) reasonable
attorrneys!'! and accountants' fees and disbursements and (B) the amount
of any interest or penalty which may ultimately be payable to the
United States Government as the result of contesting such claim, and
the Lessees shall have furnished reasonable security for such
indemnification as may be reguested, In the case of any such claim
by the Internal Revenue Serwvice referred to above, the Lessor agrees
promptly to notify the Lessees in writing of such claim and agrees not
to make payment of the tax claimed for at least 30 days after the
giving of such notice and agrees to give to the Lessees any relevant
information relating to such c¢laim which may be particularly within
the knowledge of the Lesscr, and shall otherwise ccoperate with the
Lesseos in good faxrth in order to affectively contest any such claim,
The Lessor will not agree to the release, compromise or scttlemant
of any action.or proceeding taken in accordance with this Section 7B
by the Lessor without the prior written consent of the Lessecs.

(@} If the Lessoxr's right to claim such portion of the
ADR Deduction with respect to a Car, which was not claimed or was
disallowed, shall be established by the final judgment or decree
of the court or administrative agercy having jurisdiction thereof,
or if the Lessor shall release, waive, compromise or settle any
claim without the written consent of the Lessees, then, on the
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next succeeding rental payment date thereafter, or after such
judgment or decree shll have bccome final, as the case may be,

the rental rate in respect of such Car set forth in Sectiocn 3

of this Lease shall again become applicable to such Car and the
Lessor shall forthwith upon demand of the Lessces reimburse Lessees
in an amount equal to the excess, if any, of (i) the sum of (A)

the difference between the increased rental paid by the Lessens
with respect to such Car pursuant to this Section 7B{a} and the
rental rate applicable to such Car pursuant to Section 3 of this
Lease and (B) any interest paid by the Lessees to the Lessor
pursuant to this Section 7B(a} over {ii} the difference between

(A) an amount egual to interest at the rate of 8.875% per annum

on the amount of any federal income tax paid by the Lessor on
account of the disallowance or inability to claim the ADR Deduction
on such Car computed, on a diminishing balance basis reflecting
Lessees' payments of incureased rental, from the date of Lessor's
payment of such tax to the date of the refund thereof, and (b) the
amount of any interest to which the Lessor would be entitled in conneci:
with the refund of any tax paid on account of such disallowunce cr
inability to claim; provided, however, that if the amount calculated
in accordance with clause (ii) exceeds the amount calculated in
accordance with clause (i), the Lessees shall pay such excess to the
Lessor promptly on demand.

(e) The Lessees' and the Lessor's agreement to pay any
sums which may become payable pursuant to this Section 7B shall
survive the expiration or other termination of this Lease.

SECTICN 8. MAINTENANCE, LIENS, AND INSURANCE.

(2) Lessor makes no warranty or representation,
either expressed or implied in respect of the Cars, including
without limitation, any warranty or representation as to the
fitness, design or condition of, or as to the quality of the
material, equipment or workmanship in, the Cars delivered to
Lessees hereunder, it being agreed that all such risks, as
between Lessor and Lessees, are to be borne by Lessces.



(b) Lessees agree, during the continuance of this
Lease, at Lessees' own cost and expense, to maintain and keep
all of the Cars in first class condition and repair and in
good and efficient working order, reasonable wear and tear
excepted, and acceptable for use in unrestricted interchange
and the Cars shall be delivered to Lessor at termination of the
Leasc in such condition. 'Said maintenance shall inclaude but
not be limited to maintenance ¢f all interior devices, existing in
said Cars at time of delivery and the cost of which is included
in the base price of such Cars as set forth in Exhibit A hercto,
in good working order and cperating condition and the maintcnance
of the interior lining of the Cars in condition appropriate for
the service to which the Cars may be assigned, including corrosive
material service if the Cars are assigned to such service.

(c) Except for alterations or changes required by
law, all of which Lessees agree to make, Lessees shall noi, without
the prior written approval of Lessor, effect any permanent struciurail
change in the design, construction or body of the Cars or
appurtenances theretc, With respect to alterations and changes
required by law, (including, but not limited to the interchange rules
of the Association of American Railroads all lawful rules of the
Department of Transportation, the Interstate Commerce Commission and
any other legislative, executive, administrative or judicial bocdy
exercising any power or jurisdiction over the Cars) Lesscoes shall
schedule and provide for compliance during the original term of this
Lease at such time or times as the Cars shall receive shop repair.

(d) Any parts installed or replacements made by
Lessees upon any Car shall be considered accessions to such
Car and title thereto shall be immediately vested in Lessor,
without cost or expense to Lessor except that this shall not
apply to special equipment installed in any Car by Lessees
with the consent of Lessor provided that such equipment is
removed by Lessees before the Cars are returned to Lessor
and all damage resulting from such installation and removal is
repaired by Lessees and further provided that removal of such
equipment does not affect the Cars' serviceability or use in
unrestricted interchange.

(e) Lessces shall pay or satisfy and discharge
any and all sums c¢laimed by any party against Lessecs whica, if
unpaid, might become a lien or a charge upon the Cars or entitled
to priority over any of the rights of Lessor in and to the
Cars, but Lessees shall not be reguired to discharge any such
claim so long as they shall in good faith and by appropriatu
legal proceedings contest the validity thereof in any reason-
able manner which, in the opinion of Lessor, will not affect
or endanger the title and interest of Lessor in and to the
Cars,



(£} Lessees shall, at their.own cost and cxpensc
insure each Car from time of deliverv and acceptance thercot
and at all tires thereafter until Lessees' obligations undoer
this Lease with respect to such Car have been discharged,
against loss, damaye or destruction thereof caused by fire,
lighting, wreck, derailment, collision, flood, tornade, cyclone,
sabotage, riot or civil cormmotion, such insurance, in the case
of each Car, tc be in an amount satisfactory to Lessor, ex-
cept that such coverage may be limited so that no loss (1)
amounting to lesc than $2,500 per Car or (2) amounting
to more than $250,000 per cccurrence, shall be payable from
insurance proceeds. All such insurance shall be taken for the
benefit of Lessor, the holders of Permitted Liens designatnd by
Lessor and Lessees, as their respective interests may appcdr, in
an insurance company or companies satisfactory to Lessor. Such
policy or policies shall insure the respective interests of Lessor,
holders of Permitted Liens designated by Lessor and Lessecs
in the Cars and shall provide that the proceeds of such
insurance shall be payable to Lessor. All insurance procaeds
received by Lessor with respect to any Car shall

(1) be paid to Lessees, in the case of
repairable damage to such Car or Cars, upon re-
ceipt by Lessor from Lessees of proof in duplicate
satisfactory to Lessor of the proper repair of such
damage; or

(ii) be applied by Lessor, in the case of
the loss, destruction or damage beyond repair of
such Car or Cars, towards the satisfaction of
Lessces' obligation to make the payment requircd
by Section 9 hereof.

(g) All such policies required above shall contain a
provision to the effect that the insurer will give Lessor thirty
(30) days prior written notice before cancellation or modifica-
tion of any such policy is effective.

(h) In the event Lessces are notified that Lesscr
has assignoed this Lease and/or the rentals payable hereunder,
or creuted a Permitted Lien Lesseceas shall provide insurance
containing loss payable clauses satisfactory to both Lessor ,
the assignee of Lessor and Owner or the holder of the Permitted
Licen designated by Lessor. The Lessees shall furnish Lessor or
Lessor's assignee or the holder of the Permitted Lien desianatcd
by Lessor with certificates or other satisfactory evidence of the
maintenance of the insurance required hereunder,

_ (i) Except as provided in paragraph (j) of this
Section B, the procecds of any insurance received by Lessor
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on account of or for any loss or casualty shall be releasoed

to Lessees upon a written application signed by one of Lossuocs
‘or by a perscn designated by lLessees for the payment of, or

te recimburse Lessces for, the cost or repairing the Cars

which have been damaged. Such application shall be accompanied
b¥ satisfactqry avidence of the cost and satisfactory completion
of sgch repair. If an Cvent of Default has occurred and is con-
tinuing hereunder, such proceeds may be applicd at Lessor's
option, against any liability of Lessees to Lessor hereunder,

(i} The proceeds cof anv insurance received by
Lessor on acceount of a lost, stolen, destroyed or damaqed
Car in respect of which Lessecs shall have made pavment to
Lessor pursuant to Section 9 herecf, shall be released to
Lessees upon a written application signed by onec of Lessees
or a person dulv authorized by the Lessces, provided, however,
that if an Lvent of Default has occurred and is continuing
hereunder, such proceeds may be applied by Lessor against
any liability of Lessees to Lessor hereunder.

SECTION 2. LOSS, THEFT OR DRSTRUCTION OF CAR. 1In
the event any Car is lost or stolen or is destraoved or damagcd
beyond econonic repair from any cause whatsocever during the
term of this Lcase, Lessees shall promptly and fully inform
Lessor of such occurrence and shall, within thirty (30) days
after such occurrence, pay to Lessor, as liquidated damayos
in lieu of any further claim of Lessor hereunder in respect
of such Car, except fcr accrued rent and such claims as arisce
or exist under Sections 7 and 8 herecf the higher of:

(i) the present worth, as hereinafter defined,
of the total remaining rental for such Car plus the
Met Scrap Value, as hereinafter defined, for such
Car; or

(ii) a sum equal to the amcunt determined in
accordance with the then current Code of Rules
Governing the Settlement for Destroyed or Damaaed
Cars adopted by the Association of American Rail-
roads, {(regardless of inapplicability of such rules
due to loss or destructicn on lines of Lessees)

The present worth of the total remaining rental for
such Car as uscd in paragraph (i) of this Section 9 shall mecan
an amount egual to such rental discounted on a 7 1/4% per annun
basis compounded monthly from the date of such payments to
the Terminal Day as defined in Section 2 hercof.
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The Net Scrap Value of each Car shall mean an amount
in cash equal to the current guoted price per gross ton of o,
1 Heavy Railroad Melting Steel Scrap, prevailing at Pittsburqh,
Pennsylvania, as published in Iron Age or other reputable
industrial journals, on the first day of the menth precedingy
the month in which payment of such Net Scrap Value is reqguirced
to be made, multiplied by the weight of the Car in tons at cox-
pletion of manufacture, as set forth in Exhibit A.

In no event under this scction shall the Lessees bo
required to pay as the present worth of the remaining rental anu
amount in excess of 110% of the price of the Car as shown on
Exhibit A.

This Leasc shall continue in full force and effuct
irrespective of the cause, placec or extent of any damage, loss
or destruction of any of the Cars, the risk of which shall be
borne by Lessees; provided, however, that this Lease shall
terminate with respect to any Car which is lost, stolen,
destroyed or damaged beyond repair, on the date Lessor shall
receive payment of the amount required to be paid to it on
account of such Car-under this Section 9.

SECTION 10, COMPLIANCE WITH LAWS AND RULES; INDEMNI-
FICATION. Lessces agree to comply in all respects with all laws
of the jurisdictions in which their operaticns invelving the
Cars may extend and with all lawful rules of the Federal
Railroad Adwministration and any other legislative, executive,
administrative or judicial body exercising any power or juris-
diction over Lessees or over the Cars, to the extent that such
laws and rules affect the operation, maintenance or use of
the Cars. In the event such laws or rules require the altcra-
tion of the Cars, Lessecs will conform therewith, at Lessees'
expense, and will maintain the szme in proper condition for
operation under such laws and rules; provided, however, that
Lessecs may; in good faith, contest the validity and applica-
tion of any such law or rule in any reasonable manner which
does not, in the opinion of Lesscr, adversely affect the
property cr rights of Lessor as owner hercunder.

Lessees hereby agrec to indemnify, reimburse and hold
Lessor and Ownzr harmnless from any and all claims, demands, suits,
judgments or causes of action for or on account of injury to or death -
of persons, or loss or damage to property which may result f{rom or
grow in any manner out of the control, use or operation of tho Cars
under this Lease whether or not in the possession of Lessees, provided,
however, that Lessees do not agsune liability in respect of repre-
sentatives, agents or employvees of the Manufacturer or Lessor, or Owner
and provided, further that Lessor and Owner will assign or pay over
to Lessces any and all claims which it may have against third partics
in respect of loss or damage to the Cars if Lessees are not in default
under this Lease. '



SECTION 1l. DEFAULT. 1If, during the continuancc of
this Lease or any extension thereocf, onc or more of the follow-
ing events shall occur:

{a} default shall be made in the payment of any part
of the rental provided in Section 3 hercof and such default
shall continue for five (5) days after written notice from
Lessor to Lessees;

(b) Lessees shall make or suffer any unauthorized
assignment or transfer of this Lease or of possession of the
Cars or any of them except for the requisitioning, taking over
or nationalizing described in Section 17 of this Lease and shall
fail or refuse to cause such assignment or transfer to be cancelled
by agreement of all parties having any interest therein and to
recover possession of such Car or Cars within thirty (30) days
after written notice from Lessor to Lessees demandlng such cancel-
lation and recovery of possession;

{(c) default shall be made in the observance or per-
formance of any other of the covenants, conditions and agrece-
ments on the part of Lessees contained herein and such default
shall continue for thirty (30) days after written notice from
Lessor to Lescsees specifying the default and demanding the
same to be remedied;

(d) any material representaticn made by Lessees
herein or hereunder or in any certificate or other instrumeat
delivered under or pursuant to any provision hereof shall prove
to have been false or incorrect in any material respect on the
date as of which made;

{e) the order dated CLA~45 ﬁi ; 1973, of the United
States District Court for the Fastern District of Pennsylvania
in the pending proceedings for the reorganization of the Rail-
road, authorizing the execution and delivery of this Lease by
Lessces and their undertaking of the obligations, duties and
liabilities hereof, shall be reversed, modified, amended or
superseded in any material respect which might adversely affect
any of the rights, powers, privileges and remedies of the Lessor
under this Lease or of any assignee of the Lessor's right, title
and interest in and under this Lease, and the order effectiny
such reversal, amendment, modification or superseding of said
order shall not have been vacated or set aside or stayed within
sixty (60) days from the date of entry thereof;




(f) a plan of reorganization of the Railroad is
approved by the Court in the pending procecdings for the roe-
- organization of the Railrcad and said plan does not provide
for the assumption by the Reorganized Company as hereinaftor
defined of each and every obligation of Lessees under this
Lease in form and substance satisfactory to Lessor;

(g) a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said Section
77 may be hereafter amended, or any other provisions of such act
or similar act shall be filed by or against any Reorganized
Company as herecinafter defined and all the obligaticns of Lessees
under' this Leasc shall not have been duly assumed by a trustee
or trustees appointed in such procezedings or otherwise given the
same status as obligations assumed by such a trustee or trustecs
within thirty (30) days after such appointment if any, or sixty
(60} days after such petition shall have been filed, whichever
shall be earlier; or

(h) any proceedings shall be commenced by or against
any Recrganized Company as hereinafter defined for any relief
under any bankruptcy or insolvency laws, or laws relating to
the relief of delbtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other than a
law which does not permit any readjustment. of the indebtedness
payable hereunder), and all the obligations of Lessees under
this Lease shuall not have been duly assured by a trustee or
trustees or receiver or receivers appointed for such Reor-
ganized Compcny oxr for its property in connection with any
such proceedings or otherwise given the same status as obliga-
tions assumed by such a trustee or trustees or receiver or
receivers, within thirty (30) days after such appointment , if
any, or sixty (60) days after such proceedings shall have Lecn
commenced, whichever shall be earlier:

then, in any such case (herein sometimes called Events of De-
fault), Lessor, at its option, may

(1) proceed by appropriate court action or
acticns, either at law or in equity, to enforce
perfornsnce by Lessees of the applicable covenants
of this Lease or to recover damages for the breach
thercof; and or

(2) by notice in writing to Lessees terminate
this Lease, whereupon all right of Lessccs to the
use of the Cars shall absolutely cease and determine
as though this Lease had never been made, but
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Lessees shall remain liable as herein provided;

and thereupon Lessees shall deliver possession of

the Cars to Lessor in accordance with Section 15

heresof and Lessor may by its agents enter upon the
premises of Lessecs or other premises where any of

the Cars may be and talc possession of all or anv of
such Cars (darages occasioned by such taking of
Pposscssion are herehy expressly waived by Lesseccs)

‘and thenceforth hold, possess and enjoy the same frec
“from any riaht of Lessees, or Lessees' Successors or
.;assigns, to use the Cars for any purpose whatever; but
Lessor shall nevertholess, have a right to recover from
Lessees any and all arcunts which under the terms of
this Lease may be then due or which may become duc and
unpaid for the use of the Cars (including rentals
accruing on the Cars aftcr the date of default); and
also to recover forthwith from Lessees (to the extent
not recovered pursuant to the foregoing) the following:

(i) as damagcs for loss of the bargain and not as
a penalty, a sum, with re:upect to Cars whose term has
not expired, which represents the excess of the present
worth, at the time of such termination, of the aggre-
gate of the rentals for the Cars which would otherwise
have accrued hereunder from the date of such termination
"to the Terminal Day of the then current term over the
then present worth of the Fair Rental Value of such
Cars for such period; plus interest on such excess at
the rate of 10% per annum commencing on the date of
such notice.

{ii} any expenses incurred in the retaking, storage
repairing and lease, sale or other disposition, and rea-
sonable attorneys' fecs incurred by Lessor, plus an
amount egqual to accrued taxes and other amounts pavable
hereunder by Lessees with respecct to the Cars all costs,
expenses, losses and damages incurred or sustained by
Lessor by reason of suzh default, and interest at the
rate of 10% per annum on each of the foregqgoing items in
this subparagragh (ii} and on all other sums not paid
when due under this Lease, plus

(iii) an amount which, after deduction of all
taxes required to be paid by the Lessor in respect
of the receipt thercof under the laws of the United
States of Ameérica or any political subdivision thereof,
shall be egual to any portion of the seven percent
investment tax credit as heretofore defined in Scection
7A with respect to the Purchase Price of the Units
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which was lost, not claimed, not available for claim,
disallowed or recaptured by or from the Lessor as a
result of the breach of one or more of the representations,
warranties and covenants made by the Lessees in Scction
7A or any other provision of the Lease or the sale or
other disposition of the Lessor's interest in any Unit
after the occurrence of an Event of Default, plus

such additicnal sum as in the reasonable opinion

of the Lessor will cause the present value of the
Lessor's net return under this Lease to be equal

to the present value of the net return that would

have been available to the Lessor if it had been
entitled to utilization of all or such portion of

the maximum ADR Deduction (as heretofore defined

in Section 7A) with respect to a Unit authorized
-under Scction 167 of the Internal Revenue Code
utilizing the "class life" prescribed in accordance
with Section 167 (m) of said Code and Asset Guideline
Class 00,25 prescribed thereunder in Revenue Procedure
72-10 which was lost, not claimed, not available for
claim or disallowed or recaptured in respect of a Unit
as a result of the breach of one or more of the repre-
sentations, warranties and covenants made by the Lessces
in Section 7B or any other provisions of this Lease,
the termination of this Lease, the Lessees' loss of

the right te use such Unit, por the sale or other
disposition of the Lessor's interest in such Unit
after the occurrence of an Event of Default, For
purposes of: this .Section 11, present value shall be
computed on a'basis of a 8 3/4% per annum discount,
compounded monthly from the respective dates upon which
rentals would have been payable hereunder had this
Lease not been terminated.

1f on the date of such termination or repossession,
any Car is damaged, lost, stolen or destroyed or is sub-
ject to any levy, seizure, assignment, application or
sale for cor by any creditor, Lessces shall also remain
liable for payment of the amounts specificd in Section 9
hereof,

The remecdies in this Lease provided in favor of
Lessor shall not be deemed exclusive, but shall be cumulative,
and shall be in addition to all other remedies in its favor
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existing at law or in equity. Lessees hercby waive any
"mandatory requirements. of law, now or hercafter in ceffect,
which might limit or médify any of the remedies herein pro-
vided, to the extent that such waiver is permitted by law.

No delay cr omission of Lessor in the exercise of any power
or remedy given herein shall be deemed a waiver of such power
or remedy.. In the event that Lessor shall bring suit and be
entitled to judygment hereunder, then Lessor shall be entitled
to recover reasonable expenses, including attorneys' fees

and the amount thereof shall be included in such judgment.

SECTION 12. POSSESSION AND USE OF THE CARS

POSSESSION AND.USE OF THE CARS. Except as provided in
Section 13, unless an Event of Default shall have cccured and be
continuing, Lessees shall be entitled to the possession and use
of ‘the Cars in accordance with the terms of this Lease. Lessces
shall not, without the prior written consent of Lessor, part with
the possession or control of, or suffer or allow to pass out of
their possession or control, any of the Cars, except that Lessees
may permit the use thereof or any part thereof by other railroads
in the usual intecrchange of traffic.

SECTION 13. ASSIGNMENT.

LY

(a) All rights, benefits and advantages of Lessor
hereunder may be assigned, pledged, mortgaged, transferred
or otherwise disposed of, or Lessor may sell the Cars and Lease
the Cars, or: lease the Cars from Owner, thereby making this Lease
a Sublease, either in whole or in part, and/or Lesscr may assign,
pledge, mortgace, transfer or otherwise dispose of title to the Cars,
with or without notice to Lessee. In the event of any such assignment,
pledge, mortgage, transfer or other dispostion, this Lease and all
of Lessces' rights under this Lease, and all rights of any person, firm
or corporation who claims or who may hercafter claim any rights
. under this Lease under or ‘through Lessees, are hercby made subject
and sulbordinate to the terms, covenants and conditions of any
chattel mortgages, conditional sale agrecments, agrcements and
assignmqnts, and/or equipment trust agreements or sales and
leasebacks, or lcase covering the Cars or any of them heretofore or
hereafter created and entered into by Lessor, its successors or assigns,
and to all of the rights of any such chattel niortgagee, acssignee,
trustec Lessor or other holder of the -leyal title to the cars. 2Any
assignment or transfer of Lessees' leasehold interest hercunder
in the Cars and possession thereof permitted by this Section 13
that is made by Lessees, their successors or assigns, shall contain
language ‘'which expressly makes such sublease subject to the subordinati



. contained in this Subsecticn 13 (a). * Provided Lessees are not in
default under this Lease if Lessees right to use the Cars or any

of them is terminated by any person, firm or corporation to vhom
Lessecs' rights are subordinated under the terms of this section,
Lessees shall have no obligation to pay rent for such Cars after

the date of such termination. At the request of Lesso:r or any chattel
mortgagee, assignea, trustee, Lessor or othcr holder of the leqgal
title to the Cars, Lessees shall cause the Cars be lettered or marked
to identify the legal owner of the Cars at no expense to Lossor for
the initial markings at the time of delivery of the Cars, thercafter
such additional markings shall be at no expense to Lessees. I1f during
the continuance of this Lease any such marking shall at any time

be removed or become illegible, wholly or in part, Lessees shall
immediately cause such marking to be restored or replaced, at

Lessees' expense. No such assignment by Lessor shall subject any
assignee to or reclieve Lessor from any ‘'obligation of Lessor hercunder
or affect the rights of Lessees under this section.

{(b) Except to the extent that the provisions of any
mortgage now or hereafter created on any of the lines of railroad of
Lessces or any other liens authorized by the Court in the proceedings
for the reorganizafion of the Railroad may subject such leaschold
interest to the lien thereof, Lessees, without the prior written
consent of Lessor, shall not sell, assign, transfer or encumber their
leasehold interest under this Leasce in any of the Cars or suhlet any oI
Cars, except that Lessees may assign and transfer their leasehold
interest hereunder in the Cars and the possession thereof to any
railroad or other Corporation which shall have assumed all of the
obligations of Lessees hereunder, provided no such assignment without
the consent of Lessor shall release any of Lessces' obligations hereunic
Any assignment prohibited by this Section 13 shall be void.

(c) Nothing in this Section 13 shall be deemed to
limit the right of Lessees to assign and transfer Lessees'
leasehold interest hereunder in the Cars and the possession
thereof to a Reorrgunized Company (as hercinafter defined), or
to a governnental agency empowered to acquire railroad equip-
ment provided that all the obligations thon existing or to accrue
to Lessecs under this Lease shall be assumed as a general obliga-
tion by such Reorcanized Company or governmental agency, and in such
evcit, the cbligations of the Trustees as Lessees under the terms of
this Leasn shall terminate as to any obligation accruing or arising

subseguent to such assignment or transfer.

(1) Aftcr any assignnent and transfer of Lessecs'
leasehold interest hereunder in the Cars and the possession
thercof as above poermitted, nothing in this Section 13 shall
be deemzd to limit the right of the Reorganized Company (as



hercinafter defined) as successor to Lessees, at any time
further to assign and transfer thelr leasehold inlerest herc-~
under in the Cars and the posscession thereof to any

successor which shall have assumed all of the obligations
hercunder of Lessees and into or with which such Reorganized
Company shall have merged or consolidated or which shall have
acquired all or substantially all of the property of such
Reorganized Company; nor shall anything in this Section 13

be deemed to limit such succcessive assignments and transfers.

(e} The term "Reorganized Company" shall mean any
corporation (which may be the Railroad) or governmental agency
which acquires a substantial portion of the lines of railroad
ccmprised in the Raillroad's estate and thereafter shall include
any successor which shall have beccme such in compliance with
paragraph (d) of this Section 13.

(f) The term "Lessees" whenecver used in this Lease
means George P. Baker, Richard C. Bond and Jervis Langdon, Jr.
Trusteces of the progerty of the Railrcad, as well as any
successor or additional trustees of such property, before any
assignment and transfer of Lessces' leaséhold interest hereundex
in the Cars and the possession thereof to a Reorganized Coumpany
or governmental agency as hereinbefore provided in this Section
13 and thereafter shall mean any Reorganized Company or governmental
agency.

{(g) The liabilities and obligations of said Trustces,
Georwe P. Bakex, Richard C. Bond, and Jexrvis Langdon, Jr.
as well as of any successor or additional trusices, under and in
respect of this Lease, are the 1liabilities of such Trustees, or
any or all of them, solely as trustees off the property of the Railroad,
and not individually. Said Trustecs and any successor or additional
trustees thall not be relieved of their liabilities or obligations
as such Trustees under or in respoect of this Lease, except upon any
assignnent and trancsfer of Lessces' leaschold interest hercunder in
the Cars and the possession thereof to a Reorganized Company or
governmental agency as hereinbefore provided in this Section 13. Lessecr
may assign its right in whole or in part under this Lease without the
consent of Lessees, but Lessees shall be under no obligation to any
assignee of the Lessor oxcept upon written notice of such ascignrnt
from Lessor. Upon notice to the Lessees of any such assignnent, the
rent and other sums pavable by the Lessees which are the subject matter
of the assignment shall be paid to the assignee. Without limiting
the foregoing, the Lessees further acknowledge and agree that (i)
subject to the provisions ol Scctions 4(a), 9, and 13(a) hereof



it hr rights of any such assignee in and to the sums payablc by the
jLenseces under any provisions of this Lease either payable or for period
. aft.er the date of such assignment shall not be subject to any abatemrment
whatsoever, and shall not be subject to any defense, set-off, counterc!.
or recoupment whatsoever whether by reason of or defect in Lessor's
1itle, or by reason of any other indebtedness or liability, howsoever
aul whenever arising, of the Lessor to the Lessecs or to any other
pevson, firm or corporation or to any governmental authority or for

sny cause whatsoever, it being the intent hereof that, except in the
ovent of a wrongful act on the part of the assignee, the Lessces shall
Jo.» unconditionally and absolutely obligated to pay the assignee all

of the rents and other sums which are the subject matter of the assigni
and (1i) the assignee shall have the sole right to exercise all rights,
privileges and remedies (either in its own name or in the namc of

the Lessor for the use and bencfit of the assignee) which by the

{orms of this Lease are permitted or provided to be exerxcised by

the Lessor. Nothing provided in (i) or (ii) above shall affect

or limit any liability of Lessor to Lessees under the terms of this
Loeasc.

SECTION 14. REPORTS, RIGHT TO INSPECT THE CARS.

(a) During the continuance of this Lease, Lessees agrce
that. they and their agents, employees and representatives will co-
nperate with Lessor in the investigation and defense of any and all
clawms against the Lessor which may arise as a result of the alleged
or apparent improper manufacturing, functioning or coperation of any
of the Cars and that they will aid in the recovery of damages from
any third parties responsible therefore. Lessees also agree to give
Lessor such information with respect to any accident resulting from
the use of the Cars as may be reasonably requested by the Lessor.

(b) During the continuance of this Lease, Lessees
will, as soon after the close of each fiscal year of Les-
sees as practicable, furnish to Lessor in duplicate copies
of luessees' most recent financial reports, indluding Lessees'
most. recent annual report and/or balance sheet and profit and
logs statement, certified by either a recognized firm of
certified Public Accountants, or by the chief financial
offivor designaied by Lessees. Interim statements, so cer-
“tified, will be furnished by Lessees as requested by Lessor.

(c) During the term hereof, Lessees will furnish
Lo Lessor, on or before April 1 in each year (commencing with
che year 1974) and on such other dates as Lessor may from
tiwe to time reasonably request, an accurate report certified
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by a duly. authorized: agent of Lessees or officer of the Rail-
road stating as of a recent date (but, in the casec of cach
annual statcuent, not earlier. than the preceding Decembcr 31
and in the case of any other such statempnt, not carlier than
a date ninety (90) days preceding the date of such statoment):
(a) (i) Lessces' car numbers of the Cars then subject to this
Lease, (ii) Lessces' car numbers of all Cars that have becaone
worn out, lost, destroyed, irreparably damaged or rendered
permancntly unfit for use since the date of the previous
repori. {(or since the date hereof in the case of the first such
report), (iii} Lessees' car numbers of all Cars being repaired
or awaliting repuairs, and (iv) Lessees' car numbers of all Cars
that have been requisitioned, taken over or nationalized by
any governmental authority since the date of the previous
report (or since the date hereof in the case of the first
such repert) (b) that all Cars then subject to the Lease
have been maintained in accordance with Subscction 8 (b) hereof
or, if such be the case, are then being repaired in accordance
with Section 8 herecf, and that the legend placed on the Cars
as required by Section 6 hereof has been preserved or repainted
on each side of each Car and that Lessees' identifying reporting
mark and the appropriate car numbers have been preserved or re-
painted on each side of each Car as required by Section 6 herecf;
and {c) such other information regarding the location, condi-
tion and state of repair of the Cars as Lessor may reasonably
request. A . '

w

(d) Lessor and/or its assignee shall have the right
at its sole cost and expensc, by its authorized agents, em-
ployces and/or representatives, to inspect the Cars and
Lessces' rcecords with respect thereto, at such times and from
time to time during the continuance of this Lease as may be
reasonably necessary to confirm to the satisfaction of Lessor
and/or its assignee the existence and proper maintenance of
the Cars; provided, however, that notwithstanding any contrary
provision hereof, Lessees do not assume liability for injury
to, or the. death of, any agents, employees and/or representa-
tives of Lessor or other persons while exercising any right
of Lessor and/or its assignee undar this Subsection 14 (4).

' SECT10% 15.°  RETURN OF CARS. Upon the expiration
of the term of this Lease, or if Lessor shall rightfully denand
_possession of tha Cars pursvant to this Lease, or otherwise
Lessecs shall forthwith remove or cause any leltering of the
nares or initials or other insignia customarily used by
Lessces to be recioved from the Cars at their cost and expense
and decliver the possession of the Cars to Lessor. For such
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purpose Lessces shall at their own cost and expense forthwith
asscmble the Cars and place them upon such storage tracks of
Lessees as Lessor may designate, or, in the absence of such
designation, as Lessees may select, and Lessces shall permii
Lessor to store said Cars on such tracks for a period not
exceeding one hundred (160) days from the date that all Cars

arc so assembled at the risk of Lessor, and shall at Lessces

own cost and expcnse transport or cause to be transported

the same or any thercof, at any time within such one hundred

(100} day peried, to Lessor's facility in Chicago Ridge, Illinois
or to any place selected by Lessor provided Lessee shall pay no
part of the transportation expenses which exceed the cost of
returning the Cars to Lessor's place of business in Chicago Ridge,
Illinois, or to any place or places on the lines of Railroad
designated by them or to any connecting carrier for shipment all
as directed by Lessor, The assembling, delivery, storage and
transporting of the Cars as hereinabove provided are of the essence
of this Lease, and upon application to any court of eguity having
jurisdiction in the premisesc Lessor shall be entitled to a decree
against Lessees so as to assemble, deliver, store and transport
the Cars. Lessor reserves the right to designate different places
of assembly for di{ferent Cars.

Without in any way limiting the obligation of Lescees
under the foregoing provisions cof this Svction 15, Lessees
hereby irrevocably appoint Lessor as the agent and attorney
of Lessees, with full power and authority, at any time while
Lesseas are obligated to deliver posseesion of any Car to
Lessor, to demand and take possecsion of such Car in the
name and behalf of Lessees from whomsoever shall be at the
time in possession of such Car.

Except as otherwise provided in Sections 4(a), 9 or 13(a)
hereof, in the event that any Car or Cars subject to this Loase
are not redelivere:d to Lessor on or kefoure the date on which
the term of this Lease expires, all of the obligations of
Lessees under this Lease with respect to such Car or Cars
shall rermzain in full force and effect uniil such Car or Cars
are redelivered to Lessor.

SECTION 16, PURCHASE OPTIONS. Provided that this
Lease has not been earlier terminated and Lessees are not in
default hereunder, Lessees may by wrattun notice delivered to
Lessor noi less than six months prior to the end of the Initial



Term, or the First Extended Term or the Second Exteaded Term of this
Lease, elect to purchase all of the Cars then covered by this Lease
at the end of such term or extension of this Lease for a purchase
price equal to the Fair Market Value of such Cars as of the end of
such term or extension.

If on or before four months prior to the Initial Term
Terminal Day or the termination of any extension of the Lease,
Lessor and Lessces are unable tc agree upon a determination of
the Fair Market Value of the Cars, the Fair Market Value shall
be determined by an appraiser or appraisers under the same
procedures as are set forth in Section 3 hercof.

Fair Market Value shall mean at any time for the
detexrmination thereof an amount determined on the basis of,
and egqual to, the value which would obtain in an arm's-length
transaction between an informed and willing buyer~user (other
than (i) a Lessee currently in possession and (ii) a used
equipment dealer) and an informed and willing seller under
no conpulsion to scll and, in such determination, costs of
renoval from the location of current use shall not be a de-
duction from such value,

SECTION 17. GOVERNMENTAL ACTION. If any Car is requi-
sitioned, taken over or nationalized by any governnmental authovity
under the power of eminent domain or othervise during the toerm of
this Lecase and all of the obligations of the Lessees hercunder are
not asgsumad by such governmental acthority within 60 days after such
naticnalization, Lessor shall be entitled to the full amount of any
award or recovery for such occurrence and Lessees hersby expressly
waive any right or claim to any part of such award or recovory as

damages, or otherwise, and at the end of such 60 day period ILezsees shall
pay the Lessor a sum computed as though such Cars taken had been lost
stolon or destroyed under the provisions of Seaction 9 hereof. To thre
extent that Lessor is paid any amount under this Scction by l.essees,
Lessor will pay to Lessees the amount of such award or recovery for
such Cars received From any such gevernmental authority.

SECTION 18. MODIFICATION OF LEASE. This lease eralusively
and compleltely states the rights of the Lessor and Lessees with recpool
to the Cars. No modification, variation, tosmination, dis-
charge or abandornment hereof and no vaiver of any of the pro-
visions or conditions shall be valid unless in writing and
siguned by cduly authorized representatives of Lessor and Les-
s¢es, or the succassors, transferees ov assicons of either
subject, however, to the limitations on assignmont hercof by
Lesscous.
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SECT1ON 19. ASSICNMENT OF RENTS. The Lessees hereby

waign to Lessor all of their right, title and interest in and to

aiy ppresent and future Lease or sub-lease or earnings (including

i hout limitation mileage allowances) with respect to the Cars
yin:luding theoir right to receive all payments due and to become duc
|l 1eunder., Hotwithstanding the above, until such time as there

. 1wls a defuult under this Lease by Lessces, Lessor hereby appoints
;. anizees Lessor'c agents to collect such rentals and Lessees shall

| . ntitled to retain, use and enjoy the same. This Assignment of

y . ntals is made for the purpose of securing the performance of

i aizes' oblicautions hereunder.

SECTION 20. SECTION HEADINGS AND CERTAIN REFERENCES.
.}t section headings are inserted for convenience conly and
Jistl not affect any construction or interpretation of this
v aot. Unless otherwise indicated, all references herein to
...{1ons, subsections, clauses and other subdivisions refer to
| orresponding sections, subsections, clauses and other
whnlivisions of this Lease; the words "herein", "hereof",
1y vahy”, "hereto", "hereunder", and words of similar import
.. w10 to this Lease as a whole and not to any particular
.+t lon, subscction, clause or other subdivision hereof; and
. terence to a numbered or lettered subdivision ©f a section
~natl o include relevant matter within the section which is
gy licable to but not within such numbered or lettered sub-
H\'l.‘len.

SECTION 21, CERTAIN APPLICABLE LAWS. Any provision
noaoanf prohibited by or unlawful or unenforceable under any
.\ licable law of any jurisdiction shall as to such jurisdic-
; wit be ineffective without modifying the remaining provisions
, this Lease. Where, however, the provisions of any such
. ticable law may be waived, they are hereby waived by Lessces
v thee full extent permitted by law, to the end that this Lease
st be deemed to be a valid, binding agreement enforceable

x awevordance with its terms.,

SECTION 22. 360 DAY YEAR. Computations hereunder
. nnolving the determination of interest or discount shall be
.o vn the basis of a 360-day year of twelve 30-day months.

SECTION 23. NOTICES. All demands, notices and
.« v communications hereunder shall be in writing and shall
wnuaned to have been duly given when personally delivered



or delivered to a United Statces post office, first-class
postage prepaid, or to a telcyraph office, charges prepaid,
addressed as follows:

If to the Lessor:

North American Car Corporation

222 South Riverside Plaza

Chicago, Illinecis 60606

Attention : Vice President-Finance

If to the Lessees:

Trustees of the Property of

Penn Central Transportation Company, Debtor
Room 1334, Six Penn Center Plaza
Philadelphia, Pennsylvania 19104

Attention Trecasurecr

or to such other addresses as may hereafter be furnished in
writing by either party to the other,

SECTION 24. GOVERWING LAW. The provisions of this
Lease and all rights and obligations hereunder shall be governed
by and construed in accordaace with the laws of the State of Illinois.

SECTION 25. SURVIVAL QOF COVENANTS., Any other pro-
visions contained in this Lease to the contrary notwithstand-
ing, it is hereby agreed that the provisions of Section 7,
10, 11, 13 and 15 hereof shall survive the expiration or
termination hereof.

SECTION 26. SUCCESSORS AND ASSIGNS. Subject to
the provisicns of Section 13, this Lease shall be binding
upon and shall inure to the benefit of Lessor and Lessees and
their respective successors and assigns, and no other persons
shall have or acquire any right under or by virtue of this
Lease.

SECTION 27. EXECUTION IN COUNTERPARTS. This Lease
may be executed simultaneously in several counterparts, each
of which so executed shall be deemed to be an original, and
all such counterparts together shall constitute but one and
the same instrument,
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SECTION 28. RECORDING. Lessees, without expense to
Lessor, will causé this Lease and all amendments, supplements and
assignments hereof or thereof, to be duly filed and recorded and
re-filed and re-reccrded with the Interstate Commerce Commission
in accordance with Section 20c of the Interstate Commerce Act
and this Lease to be deposited with the Registrar General of Canada
in accordance with Section 86 of the Railway Act (a notice of such
deposit to be given in the '"Canada Gazette" pursuant to said Scction
86). Lessees agree to make such other filings as may be required
to perfect and protect the ownership of Lessor and the sccurity
interest of holders of a Permitted Lien in the Province of Cntario,
Canada and will make such additional filings as may be required
so that at all times the ownership of Lessor and the security
interest of holders of any "Permitted Lien" shall be perfected
and protected as tc not less than 95% of the Cars whether the
failure to perfect and protect the ownership interest or that of
the holder of a Permitted Lien as to all of the Cars results from
the use of the Cars outside of the United States and the Province
of Ontario or otherwise, and will from time to time do and perform
any other act and will execute, acknowledge, deliver, file,
register and record (and will re-file, re-register, or re-record
whenever required) any and all further instruments required by law
or reasonably requested by Lessor for the purposes of protecting
the Lessor's or Owner's title under a leaseback arrangement or
any mortgagee's security interest constituting a Permitted Lien
in the Cars to the satisfaction of Lessor or any such Lessor's
or such Permitted Lien holders' counsel or for the purpose
of carrying out the intent of this lease and in connection with
any such action will deliver to Lesscor proof of such filings and
an opinion of the Lessees' counsel that such action has been properly .
taken. The Lessecs will pay all costs, charges and expenses incident
to any such filing, re- filing, registering, re-registering, recording
and re-recording of, any such instruments or incident to the taking
of such actien. Lessececs will promptly furnish to Lessor certificates
or other evidences of such filing and recording and re-filing -and
re-recording and an opinion satisfactory to Lessor of Counsel for
Lessees, or an attorney designated by him satisfactory to Lessor,
with respect thereto. In addition, Lessees shall do and perform
all such other acts as may be required by law, or reasonably requested
by Lessor, for the protection of Lessor s title to and interest
in the Cars.

SECTION 29. OTHER EQUIPMENT LEASES AND SECURED
OBLIGATIONS. Lessees agree that, during the continuance of
this Lease, Lessecs will not assume or enter into any other
leases of rolling stock, equipment trust agreements, conditional
sale agreecments or other liabilities or obligations in con-
nection with the leasing or financing or the acquisition of
rolling stock (i) if such liabilities or obligations would bc
entitled, directly or indirecctly, to any priority in right of
payment over the obligations of Lessees under this Lease, or (ii) if s
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liabilities or obligations would be secured, directly or in-
directly, by any mortgage, lien or other security interest in
property of tho Railrcad or Lessees (except the rolling stock
involved in the particular transaction) unless the obligations
of Lesseas under this Lease are equally and ratably secured
thereby.

SECTION 30. CUMULATIVE REMEDIES. The remedies in this
Lease provided in favor of the Lessor shall not be deemed exclusive,
but shall be cumulative and shall be in addition to all other remedies
in its favor existing at law or in eguity. The Lessees herehy waive
any mandatory recguirements of law, now or hereafter in effect, which
might limit or modify any of the remedies, herein provided, to
the extent that such waiver is permitted by law. The Lessees hereby
waive any and all existing or future claims of any right tc assert
any off-set against the rent payments due hereunder, and agree to
make the rent payments regardless of any off-set or claim which may
be asserted by the Lessees on their behalf in connection with the
lease of the Cars,

SECTION 31. LESSOR'S FAILURE TO EXERCISE RIGHTS. The
failure of the Lessédr to exerxcise the rights grahted it hereunder
upon any occurrence of any of the contingencies set forth herein
shall not constitute a waiver of any such right upon the continuation
or recurrence of any such contingencies or similar contingencies.

SECTION 32. LESSOR APPOINTED LESSEES' AGENT. Without
in any way limiting the obligations of the Lessees under the foregoing
provisions of Section 15 hereof, the Lessees hereby irrevocably
appoint the Lessor as the agent and attorney of Lessees, with full powc:
and authority, at any time while the Lessees are obligated to deliver
possession of any Cars to Lessor, to demand and take possession of
such Cars in the name and on behalf of Lessees from whosoever shall
be at the time in possession of such Cars.
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IN WITNESS WHEREQF, Leusor has caused this Lease to be
executed in its corporate name, by one of its officers thercunto
duly authorized and its corporate scal to be hereunto affixed
and duly attested, and Lessecs have caused this Lease to be
executed. '

NORTil AMERICAN CAR CORPORATION

N (i - I

ATTEST:
N ./
Seccerelary, ’

GEORGE P. BAKER, RICHARD C. BOND
and JERVIS LANGDON, JR., TRUSTEES OF
THE PROPERTY OF PENN CENTRAL
TRANSPORTATION COMPANY, DEBTOR

By

WITNESS:

o5 ./
//f'. C;/‘{.Ydﬁl— L/:‘Z/ﬂ)/‘—- - —

QL0 TANY SLCALTLRY




STATE OF ILLINOQIS )

-1
COUNTY OF COOK )
On this %’ day of \ , 1973, before me
personally appeared . ’ , to me

personally known who, being by me duly sworn, saild that he is a

of North American Car Corporation, that the secal
afflxed o the foregoing instrument is the corporate seal of said
Corporation, that said instrument was signed and sealed on Lehalf
of said Corporation this day by authority of its Board of Dircctors
and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said Corporation.

SNoa LN T T
Notary Public

COMMONWEALTH OF PENNSYLVANIA )

) 85
COUNTY OF PHILADELPHIA )
On this *2 "' day of Jo,a_ . 1973, before me personally
appeared ULk U , to me personally known, who
being by me duly sworn sald that he is VICE-FRESIDENT of the

Trustees of the property of Penn Central Transportation Company,
Debtor, that the feregoing instrument was signed by him this day

on behalf of and by authority of the Trustees of the property of Penn
Central Transportation Company, Debtor, and he acknowledged that the
execution of the foregoing instrument was the free act and decd of
said TrusteeS.

&‘M 2—. awo&,’ j

Notary Public

Notury Public. Philad. 1uhia, PlutaZeshia Co,
My Commissivn Expres July 14, 1975
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EXNIBIT B
CERTIFICATE OF INSPECTION AND ACCEPTANCE

The undersigned, the d.ly authorized representative of
Worth Americar Car Corporation, (Lessor), and of George P. Raker,
Richard C. Bond and Jervis lLangden, Jr. Trustees of the property
of Penn Central Transportation Corpany, Sebior, {(Lessees}, hereby
certifies with respoct to o Cars, manufactured by

Pullman, Incorpnrated ; {Hanufacturer), bearing the
identifying reporting marss FC and nuimbered as follows:

pursuant to the.Lease of Railroad Bguipront, dated
1973, between Lessor and Lensees {the Lease)

1. that during the manufacture of said cars by the Manu-
facturer he, ecither personally cr through gqualified inspectors working
under his supervision, inspected, in accordance with inspection and
testing practices and methods which in his opinion are adequate fur the
protection of Lessgor and Lessees, the ratcerials and other cormponents
which were incorporated in, ané the construction of, said cars;

2, that the materials and cther comnponents incorporated in,
and the construction of, said cars comply fully, with, and said cars
have been completed in full accolcdance with, the Specifications referred
to in the Lease;

3. that said cars have been delivered in good order and
ready for serxrvice by the Manufacturcr to the Lesspr and, on bhehalf
of the Lessor to Lessees, at and were accopted
by the undersigred on this dale on behzlf of Lessor and Lessees,
in accordance with the provisions of thu Lease)

4. that there was plainly, distinctly, and conspicucusly
placed upon each side of each such cars at the time of its delivery
and acceptance a legend bearing the following words in letters not
less than one inch in height:

"NORTH AMERICAN CAR CORPORATION, LESSOR
AGENT, SLCURITY CWMNER"

5. that the execution of this Certificate on behalf of
the Lessor and the Lessees shall not dirinish or otherwise affvct
the Warranty Rights of the Lessor or the Lessees against the manu-
facturer or the maker of any of the component parts of the Cars.

Dated ¢ 1973,

Duly Authorized Represcntative of
North American Car Corporation and
of George P, Baker, Richard C. dond,
and Jervis Langdon, Jr., Trustocos

of tha property of Penn Centrul Trans-
portation Company. Debinr



EXHIBIT C

SUPPLEMENT DATED TO LEASE OF
RAILROAD EQUIPMENT DATED FROM NORTIi
AMERICAN CAR CORPORATICN, Lessor to GECRGE P. BAKER, RICHARD C,
BOND, and JERVIS LANGDON, JR. TRUSTEES OF THE PROPERTY
OF PENR CENTRAL TRANSPORTATION COMPANY, DEBTOR, Lessees.

Lessor and Lessees agree that the Cars, as defined below,
are the only cars subject to the Lease and that all other cars
described in the Lease are hereby deleted therefrom.

Lessor and Lessees hereby confirm that the below
described (the Cars) manufactured by
Pullman, Incorporated (Manufacturer) for sale to Lessor
were delivered to Lessees on or before the date hereof:

Lessor and Lessees confirm that the Cars were inspected
by duly appointed and authorized representatives of Lessor and Lessces
in accordance with Section 1 of the aforesaid Lease of Railroad
Equipment., Such inspection showed (a) that the Cars have becn
constructed in accordance with the Specifications, all applicable
Federal Railrcad Administration regquirements and all standards
reconmended by the Association of American Railrcads and (b) that
there was plainly, distinctly, permanently and conspicuously placed
upon each side of each Car a legend on which plainly and conspicu-
cusly appear the following words in letters not less than one inch
in height:

"NORTH AMERICEZN CAR CORPORATION, LESSOR
AGENT, SECURITY OWNER"

and that each side of each Car was plainly and distinctly marked
with the Railrocad's Road Number set forth above with respect
thereto.



Lessor and Lessees confirm that on the aforesaid notices
‘of delivery the Cars were duly accepted by a representative of
Lessor and Leuscees in accordance with Section 1 of the Leaso of
Railroad Equinnent subjcct to the terms and conditions of the
afcresaid lLeesc of Railroad Eguipment, including the payment of
the rentals provided for therein with respect to the Cars to

Lessor.

IN WITNESS WHEREOF, lessor has caused this Supplemant:
to be executed in its corporate name, by one of its officers
thereunto duly authorized, and its corporate seal to be hercunte
affixed and duly attested, and Lessees have caused this Supplcment
to be executed on their behalf, on the day and year first above
written,

NORTH AMERICAN CAR CCRPORATION

. ' By

ATTEST ¢

Assistant Secretary

GEORGE P. BAKER, RICHARD C. BOKD
AND JERVIS LANGDON, JR., TRUSTELS
OF THE PROPERTY OF PENN CENTRAL
TRANSPORTATION COMPANY, DEBTCR

By

WITNESS:

Assistant Secretary



AMENDMENT TO LEASE OF RATLROAD EQUIPMENT

This amendment dated s 1973 to
Lease of Railroad Equipment dated June 22, 1973 (hereinzfter
called '"Lease') between North American Car Corporation, a
corporation of the State of Delaware, (hereinafter called
"Lessor''), and George P. Baker,.-Richard C. Bond and Jervis
Langdon, Jr., Trustees of the property of Penn Central
Transportation Company, Debtor, and the successors of said
Trustees, or of any of them, (hereinafter called 'Lessees"),

1

WITNESSETH:

WHEREAS, Lessor and Lessees have entered into the
Lease; and

WHEREAS, Lessor and Lessees have agreed to change
the description of equipment covered by the Lease;

NOW, THEREFORE, Exhibit A to the amendment is hereby

substituted for Exhibit A to the Lease.



-2w

IN WITNESS WHEREQF, Lessor has caused this Lease to
be.executed in its corporate name, by one of its officers
thereunto duly authorized and its corporate seal to be here~

unto affixed and duly attested, and Lessees have caused this

Lease to be executed.

NORTH AMERICAN CAR CORPORATION

By

ATTEST: ,

Secretary
GEORGE P. BAKER, RICHARD C. BOND
and JERVIS LANGDON, JR., TRUSTEES
OF THE PROPERTY OF PENN CENTRAL
TRANSPORTATION COMPANY, DEBTOR
BY.

WITNESS:

Assistant Secretary



STATE OF ILLINOIS )

) SS:
COUNTY OF COOK )
On this day of s 1973, before
me personally appeared » to me
personally known who, being by me duly sworn, said that he is
a of North American Car Corporation,

that the seal affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed and
sealed on behalf of sald Corporation this day by authority of its
Board of Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
Corporation.

Notary Public

COMMONWEALTH OF PENNSYLVANIA )

) SS:
COUNTY OF PHILADELPHIA )
On this day of s 1973, before
me personally appeared s to me

personally known, who being by me duly sworn said that he is

of the Trustees of the property of Penn
Central Transportation Company, Debtor, that the foregoing in-
strument was signed by him this day on behalf of and by authority
of the Trustees of the property of Penn Central Transportation
Company, Debtor, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said Trustees.

Notary Public
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ANNEX E

PARTIAL ASSIGNMENT

ASSIGNMENT OF LEASE AND AGREEMENT dated as of September 1,
1973 (hereinafter called "This Assignment"), by and between NORTH
AMERICAN CAR CORPORATION (hereinafter called the Lessor or the
Vendee) and THE FIRST PENNSYLVANIA BANKING AND TRUST COMPANY, as
Agent under a Finance Agreement dated the date hereof
(hereinafter called the Vendor).

WHEREAS, the Vendee is entering into a Conditional Sale
Agreement dated as of the date hereof (hereinafter called the
Security Document), with PULLMAN INCORPORATED (Pullman Standard
division) (hereinafter called the Builder) providing for the sale
to the Vendee of such units of railroad equipment (hereinafter
called the Units) described in Schedule A thereto as are
delivered to and accepted by the Vendee thereunder; and

WHEREAS, the Lessor and George P. Baker, Richard C. Bond and
Jervis Langdon, Jr., Trustees of the property of PENN CENTRAL
TRANSPORTATION COMPANY {such Trustees together with their
successors and assigns being hereinaftex collectively called the
Lessee) have entered into a Lease of Railroad Equipment dated
June 22, 1973, as amended (hereinafter called the Lease),
providing for the leasing by the Lessor to the Lessee of the
Units and other railroad equipment; and

WHEREAS, in order to provide security for the obligations of
the Lessor under the Security Document and as an inducement to
the Vendor to invest in the Conditional Sale Indebtedness (as
that term is defined in the Security Document), the Lessor has
agreed to assign for security purposes part of its rights in, to
and under the Lease to the Vendor;

NOW, THEREFORE, in consideration of the premises and of the
payments to be made and the covenants hereinafter mentioned to be
kept and performed, the parties hereto agree as follows:

1. Subject to the provisions of Paragraph 11 and 12 hereof,
the Lessor hereby assigns, transfers and sets over unto the
Vendor, as collateral security for the payment and performance of
the Lessor's obligaticns under the Security Document, all the
Lessor's right, title and interest, powers, privileges, and other
benefits under the Lease, including, without limitation, the
immediate right to receive and collect all rentals, profits and
other sums payable to or receivable by the lessor from the Lessee
under or pursuant to the provisions of the Lease whether as rent,
casualty payment, indemnity, liquidated damages, or otherwise
{such moneys being hereinafter called the Payments), and the
right to make all waivers and agreements, to give all notices,
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consents and releases, to take all action upon the happening of
an Event of Default srecified in the Lease, and to do any and all
other things whatsoever which the Lessor is or may become
entitled to do under the lLease. In furtherance of the foregoing
assignment, the Lessor hereby irrevocably authorizes and empowers
the Vendor in its own name, or the name of its nominee, or in the
name of the Lessor or as its attorney, to ask, demand, sue for,
collect and receive any and all sums to which the Lessor is or
may become entitled under the lLease, and to enforce compliance by
the Lessee with all the terms and provisions thereof.

The Vendor agrees to accept all Payments received from the
Lessee pursuant to the Lease. To the extent received, the Vendor
will apply such Payments to satisfy the obligations of the Lessor
under the Security Document. So long as no event of default (or
event which, with notice or lapse of time, or both, could
constitute an event of default) under the Security Document shall
have occurred and be continuing, any balance may be paid to and
retained by the Lessor. So long as no event of default (or event
which, with notice or lapse of time, or both, could constitute an
event of default) under the Security Document shall have occurred
and be continuing, any regularly scheduled monthly rentals
payable by the Lessee prior to May 1, 1974, pursuant to Section 3
of the Lease and received by the Vendor prior to such date may be
paid to and retained try the Lessor.

2. This Assignment is executed only as security and,
therefore, the executicn and delivery of this Assignment shall
not subject the Vendor to, or transfer, or pass, or in any way
affect or modify, the liability of the Lessor under the Lease, it
being understood and agreed that notwithstanding this Assignment
or any subsequent assignment, all obligations of the Lessor to
Lessee shall be and remain enforceable by the Lessee, its
successors and assigns, against, and only against, the Lessor or
persons other than the Vendor.

3. To protect the security afforded by this Assignment the
Lessor agrees as follows:

(a) The Lessor will faithfully abide by, perform and
discharge each and every obligation, covenant and agreement
which the Lease provides are to be performed by the Lessor;
without the written consent of the Vendor, the Lessor will
not anticipate the rents under the lLease or waive, excuse,
condone, forgive or in any manner release or discharge the
Lessee thereunder of or from the obligations, covenants,
conditions and agreements to be performed by the Lessee,
including, without limitation, the obligation to pay the
rents in the manner and at the time and place specified
therein or enter into any agreement amending, modifying or
terminating the Lease and the Lessor agrees that any
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amendment, modification or termination thereof without such
consent shall be void.

(b) At the Lessor's sole cost and expense, the Lessor
will appear in and defend every action or proceeding arising
under, growing out of or in any manner connected with the
obligations, duties or liabilities of the Lessor under the
Lease.

(c) should the Lessor fail to make any payment or to do
any act which this Assignment requires the Lessor to make or
do, then the Vendor, but without obligation so to do, after
first making written demand upon the Lessor and affording the
Lessor a reasonable period of time within which to make such
payment or do such act, but without releasing the Lessor from
any obligation hereunder, may make or do the same in such
manner and to such extent as the Vendor may deem necessary to
protect the security hereof, including specifically, without
limiting its general powers, the right to appear in and
defend any action or proceeding purporting to affect the
security hereof and the rights or powers of the Vendor, and
also the right to perform and discharge each and every
obligation, covenant and agreement of the Lessor contained in
the Lease; and in exercising any such powers, the Vendor may
pay necessary costs and expenses, employ counsel and incur
and pay reasonable attorneys!' fees, and the Lessor will
reimburse the Vendor for such costs, expenses and fees.

4. The Lessor does hereby constitute the Vendor the Lessor's
true and lawful attorney, irrevocably, with full power (in the
name of the lLessor, or otherwise), to ask, require, demand,
receive, compoundé and give acquittance for any and all Payments
due and to become due under or arising out of the Lease to which
the Lessor is or may become entitled, to enforce compliance by
the lessee with all the terms and provisions of the Lease, to
endorse any checks or other instruments or orders in connection
therewith and to file any claims or take any action or institute
any proceedings which to the Vendor may seem to be necessary or
advisable in the premises.

5. Upon the full discharge and satisfaction of all the
Lessor's obligations under the Security Document, this Assignment
and all rights herein assigned to the Vendor shall terminate, and
all estate, right, title and interest of the Vendor in and to the
Lease shall revert to the Lessor.

6. If an event of default under the Security Document shall
occur and be continuing, the Vendor may declare all sums secured
hereby immediately due and payable and may apply all such sums
against the amounts due and payable under the Security Document.
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7. The Lessor will, from time to time, do and perform any
other act and will execute, acknowledge, deliver and file,
register, deposit and record (and will refile, reregister,
rerecord or redeposit whenever required) any and all further
instruments required by law or reasonably requested by the Vendor
in order to confirm or further assure, the interests of the
Vendor hereunder.

8. The Vendor may assign all or any of the rights assigned
to it hereby or arising under the lLease, including, without
limitation, the right to receive any Payments due or to become
due. In the event of any such assignment, any such subsequent or
successive assignee or assignees shall, to the extent of such
assignment, enjoy all the rights and privileges and be subject to
all the obligations of the Vendor hereunder.

9. This Assignment shall be governed by the laws of the
State of Illinois, but the parties shall be entitled to all
rights conferred by Section 20c of the Interstate Commerce Act.

10. The Lessor shall cause copies of all notices received in
connection with the Lease and all payments hereunder to be
promptly delivered or made to the Vendor at its address set forth
in Article 22 of the Security Document, or at such other address
as the Vendor shall designate.

11. The Vendor hereby agrees with the Lessor that the Vendor
will not, so long as no event of default under the Security
Document has occurred and is then continuing, exercise or
enforce, or seek to exercise or enforce, or avail itself of, any
of the rights, powers, privileges, authorizations or benefits
assigned and transferred by the Lessor to the Vendor by this
Assignment.

12. This Assignment is a partial assignment only and covers
all the lessor's rights, powers, privileges, authorizations and
benefits under the Lease with respect to the leasing of the Units
but not with respect to the leasing of any other railroad
equipment subject to the Lease.
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IN WITNESS WHEREOF, the parties hereto have caused this
instrument to be executed in their respective corporate names by
of ficers thereunto duly authorized, and their respective
corporate seals to be affixed and duly attested, all as of the
date first above written.

THE FIRST PENNSYLVANIA BANKING
AND TRUST COMPANY

as Agent

[ CORPORATE SEAL ] By

Vice President

Attest:

Assistant Secretary
NORTH AMERICAN CAR CORPORATION

By
{ CORPORATE SEAL ] , Vice President

Attest:

Assistant Secretary



COMMONWEALTH OF PENNSYLVANIA )

) ss.:
COUNTY OF PHILADELPHIA )
On this day of ¢« 1973, before me
personally appeared to me personally known,

who, being by me duly sworn, says that he is a Vice President of
THE FIRST PENNSYLVANI2 EANKING ARD TRUST COMPANY, that the seal
affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public
( NOTARIAL SEAL]

My Commission expires

STATE OF ILLINOIS )
)ss.:
COUNTY OF COOK )
on this day of + 1973, before me
personally appeared to me

personally known, who, being by me duly sworn, says that he is a
Vice President of NORTH AMERICAN CAR CORPORATION, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

Notary Public
[ NOTARIAL SEAL]

My Commission expires



ACKNOWLELGEMENT OF NOTICE OF ASSIGNMENT

Receipt of a cory of, and due notice of the partial
assignment made by, the foregoing Assignment of Lease and
Agreement is hereby acknowledged as of September 1, 1973.

GEORGE P. EAKER, RICHARD C. BOND AND JERVIS LANGDON, Jr.,
TRUSTEES OF THE PROPERTY OF
PENN CENTRAL TRANSPORTATION COMPANY

By

Vice President

WITNESS:

Assistant Secretary

T e



